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NATIONAL POLICIES AND ISSUES 


INDIVIDUAL SECTOR OF ECONOMY EXAMINED 


HK290557 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 
15 Nov 81 pp 37-38 


[Summary report by Xu Shusheng [1776 2562 3932]: "Several Questions Concer ..ing 
the Research on the Individual Sector of the Economy") 


[Text] For further study and reference, I present the following summary of the 
theoretical problems and divergent viewpoints of academic circles in recent 
years on the study of the individual sector of the economy. 


1. The Scientific Implications of the Individual Sector of the Economy 


The individual sector of the economy is a small commodity economy, the production 
and operation units of which are independent households, owning a small quantity 
of the means of production and based on their own labor. On this point, people 
have a comparatively unified opinion. However, some comrades think that as long 
as an organization employs less than five persons, it can be regarded as an 
individual economy. Others think that, in terms of scientific interpretation, 
with the employment of even one person, the individual economy in its perfect 
sense has already been marred, as it is tinged with the element of a small 
proprietorship. Aside from these, some comrades think that those who engage in 
large-batch production and in the large quantity peddling trade have fallen out 
of the scope of the individual sector of the economy. 


2. The Inevitability of the Existence of the Individual Economy and Its Position 
at the Present Stage 


Everybody points out that, in the tortuous development undergone by the individual 
economic sector of our country, under the guidance of our past leftist thinking, 
the individual economic sector was declared nullified several times, but to no 
avail, The existence of the individual economic sector is an objective inevit- 
ability. Any attempt to get rid of it will bring no benefit, only unfavorable 
consequences. 


Under the circumstances of the establishment of the public ownership system and 
its absolute predominance, how can we account for the fact that the individual 
economic sector coexists and enjoys a certain degree of development? 








The inevitability of the existence of the individual economic sector depends 
ultimately upon the level of development of productive forces. Consensus has 
been reached on this point, but there are several variations of interpretation. 


"The theory of extensive existence of mavual labor." According to this theory, 
the reason for the existence and development of the individual economic sector 
is the extensive existence of manual labor in our country. In this situation, 
the projects which are characterized by small investment, cmall size, and mainly 
scattered operations require individual operation. 


"The theory of a weak material and technological base." This theory holds that 
the basic elements of production are labor and the means of production, and 

real production activities are possible only when the two are combined. However, 
the existing material and technological base of our country is still very weak 
with the result that it is not possibJe to provide every worker with the 
necessary means of production to put them to work. This requires that some of 
the workers waiting for employment raise their own capital and provide their 

own means of production in order to carry on individual production. 





"The theory of the individual economy's own characteristics being the determinant.” 

This theory holds that the individual economy has a series of characteristics 

and advantages such as dispersion, diversity, flexibility and so on, which will 
not be replaced by the state and collective economies for quite a long time. 
These are the objective grounds which demonstrate the viability of the individual 
economy . 


"The theory of filling gaps." “The theory of diversified needs." These theories 
hold that the main reason for the existence of the individual economic sector 

is the diversified needs of social economic life. That is to say, regardless 

of the level of the development of productive forces, the social needs are always 
diversified. The state and collective economy alone cannot be depended on to 
satisfy them. It is necessary to call uvon the supplementary service of the 
individual economic sector. 





Many comrades think that the individual economic sector has an important role 

to play at the present stage of socialism. Therefore, it is inappropriate to 
discriminate against or to reject such a sector. However, under the socialist 
system, the public ownership system always dominates, and the individual economic 
sector always takes a subordinate and supplemertary position. Of course, in some 
economic departments, the situation differs. As indicated by the sample survey 
conducted of the agricultural and sideline products in 20 provinces, municipalities 
and autonomous regions, 95 percent of the production of poultry and eggs is 
accounted for by the individual economy. Also, 85 percent of pork production, 

70 percent of mutton, and 60 percent of honey are so accounted for. Besides, 

in some food and drink businesses, service and repair businesses as well as other 
businesses, the individual economy accounts for quite a large percentage. 
Considering the economy as a whole, the individual economic sector is in a 
subordinate and supplementary position. 











3. The Nature of the Individual Economic Sector 


An understanding of the nature of the individual economic sector is a pre- 
requisite for our formulation of correct guiding principles and policies for 
the development of the sector. By and large, the following problems are 
involved. 


What is the basic nature of the individual economic sector? Basically, there 

are three answers to this question. The first answer exolains that the 
individual economic sector is basically canitalist in nature. In this 
interpretation, the sector is the “tail of capitalism," and the development 

of this sector means the development of capitalism. Another answer explains 

that the individual economic sector is an appendage of the socialist economy. 

It depends upon, and is attached to, the socialist economy. Meanwhile, it also 
renders service to the socialist economy. Therefore, it is socialist in nature. 
Sowe comrades even think that because the individual economic sector is 

closely associated with the socialist ownership system, under the socialist 
system the workers in the individual economic sector are only participating 

in a form of laboring, and by no means do they represent the existence of private 
ownership. In the explanation of the third answer, the individual economic 
sector is neither capitalist nor socialist in nature. It illustrates its own 
nature. Some comrades further explain that the individual economic sector of our 
economy at the present stage differs from the individual economic sector of the 
capitalist societies as well as from that prior to the three great transforma- 
tions [the transformation of the urban industrial and commercial enterprises, 

the transformation of handicraft businesses and the transformation of the rural 
individual economy]. It is a new type of individual economy. 





Some comrades are of the opinion that since ownership is the basis of production 
relations, the analysis of the nature of the individual economy depends mainly 
upon the ownership system. Viewed as such, the individual economy is still an 
economy of a sma’l private ownership nature. Others argue that the system of 
ownership is not something abstract, but is concretely manifested through 
activities of production, exchange, distribution and so on. Im these respects, 
the individual economy has, to a considerable degree, been integrated into the 
activities of the public ownership economy. Therefore, the individual economy 
is itself socialist in nature. 


There are also comrades who advocate that the individual economy should be 
considered to have a dynamic nature. They believe that in essence the individual 
economy is not an indenendent form of economy having a fixed form, but one 

which hovers at the crossroads. It is so even under the circumstances of the 
predominance of socialist public ownership. It leans in one direction one moment 
and another direction the next, depending on the prevailing conditions. 


There are also comrades who think that we cannot treat the nature of the 
individual economy in general terms. The individual economy is of various 

types. Ia the individual economic sector, there are independently run individual 
economic entities as well as the individual supplementary economies attached 








to the state and collective economies. For example, the private plot an the 
household sideline occupations of the commune members in the rural collective 
economy differ in essence from the independently run individual economy. 





4. Will the Individual Economy Give Rise to Capitalism? 


Some comrades take the view that the individual economy has existed for several 
thousand years, and it will not polarize and give rise to capitalism without 
certain given conditions. Under socialist conditions, since the individual 
economy is restricted by the uncontestedly predominant public ownership system 
and develops within a defined scope under the guidance of the state, polarization 
of such individual economies, thus resulting in the emergence of capitalisn, 

is not possible. 


Some comrades disagree with the above viewpoint. They believe that in its capacity 

as a supplement to the public ownership system, although the individual economy 

cannot dominate the economic life of the country, the emergence of polarization 

in its development is beyond man's control. For example, speculation and 

profiteering activities were quite widespread last year. This year, with the 

measures taken by the state, the situation has improved notably, but no 

fundamental solution can be achieved because no change has been made in the 

nature of the individual economy. ' 


The majority of the comrades be]ieve that to tackle this problem one must take 
the whole of the problem into consideration. On the one hand, it must be 
recognized that vader the conditions of socialism, without the economic conditions 
for producing capitalism, generally speaking the individual economy will not give 
rise to capitalism. On the other hand, it must also be recognized that since the 
individual economy still, to a certain extent, retains its nature of spontaneity 
and blind development, inevitably it will bring to a certain degree, the tendency 
of the burgeoning of capitalism. In this regard, we must have a cool head and 
take effective measures to prevent its spontaneous tendency and punish the illegal 
activities in order to enable the individual economy to develop in the direction 
beneficial to socialism. 





5. The Size of Development and Scope of Operation of the Individual Economy 


it is generally agreed that the individual economy is only a supplement to the 
socialist public ownership system. Therefore, such an economy must be restricted 
both in its size and scope of operation, and it should not be allowed to develop 
unchecked. However, there are two different viewpoints regarding the means to 
control, its size and scope of operation. In the eyes of one group, the question 
of which industries should be allowed to incorporate individual operations and 
to what extent this incorporation should be permitted, is a matter of overall 
planning and arrangement by the state in accordance with the objective needs and 
capabiiities in relation to social production and the people's livelihood. In 
the eyes of another group, it is unnecessary to interfere through administrative 
measures. The law of value is an automatic regulator of the development of the 
individual economy. As to the selection of industries in which to operate, this 
also can be left to those who engage in the operation of the individual economy 
to decide in accordance with the market situation. It is thought that this 

may better suit the needs of the society. 











6. The Future Development of the Individual Economy 


In the end, is th»: development of the individual economy a makeshift arrange- 
ment or a long-term guiding principle? A few comrades think that, considering 
that at present there are many people waiting for employment in our country, 
the development of the individual economic sector is only for the purpose of 
providing employment for some of these people. For this reason, it is only 

a makeshift arrangement. The majority take the view that the main purpose 

of developing the individual economic sector is tw supplement the insufficiencies 
of the state and collective economies, to enliven the economy, and to expedite 
the construction of the four modernizations. As a result, even when there is 
nobody waiting for a job, there will still be a need for the development of the 
individual economy. 


Will the existing individual economic entities sub,,equently take the path of 
collectivization? Some comrades think that this depends on the prevailing 
conditions. If cooperation is needed in the production process itself and 

a unified organization is advantageous to the enhancement of labor productivity, 
it is then necessary for the workers of such entities to organize according 

to the principle of free will and mutual benefit. In conditions other thar 
this, there is no need for such organization. 


Is the individual economy going to vanish in the future? Some comrades think 
that as the social needs are always multifarious and are always undergoing 
development and change, the supplementary role of the individual cconomy to 
that of public ownership will not terminate. The majority are of the opinion 
that the individual economy is evidence of the immaturity of the socialist 
ownership system, and with the full development of the social productive forces 
and the public ownership economy, the role played by the individual economy 
will be reduced and eventually it will vanish. However, the disappearance of 
the individual economy will not be achieved by administrative orders, but as 
a result of voluntary relinquishment by the workers “hen the social productive 
forces are so developed that they no longer need sich a form of ownership. 


CSO: 4006/206 











NATIOWAL POLICY AND ISSU'S 


ECONOMIC RESPONSIBILITIES OF BUSINESSES OUTLINFD 
Beijing ZHONGGUO CAIMAO BAO in Chinese 12 Sov 81 p 1 


[Article: “Business Departments Muec Adhere to Socialist Orientation in Implementing 
Systems of Responsibility Fully Shouldering Political Responsibility, Work Responsi- 
bility, and Economic Responsibility. National Conference of Business Department and 
Bureau Directors Proposes Six Requirements for Business Enterprises Instituting 
Systems of Responsibility for Business. ] 


[Text] The National Conference of Business Department and Bureau Directors that came 
to a close on 9 November in Beijing pointed out that business is in a position with 
regard to commodity flow links of having one extremity linked to production and the 
other extremity linked to consumption; it must be responsible both to the country and 
to the masses; flexibility in activities is great, and policy elements are strong. 
Consequently, granted that economic quotas are a major ingredient of a system of 
responsibility for business dealings, these systems must also fully reflect the 
shouldering of political responsibilities, work responsibilities, and economic re- 
sponsibilities that businesses that are socialist in character should reflect. 


Since the Third Plenary Session of the llth Party Central Committee, more than 18,000 
independent accounting enterprises in the business sector have instituted various 
forms of a system of responsibility for business. This amounts to 33 percent of all 
reta.l enterprises. After an overwhelming majority of enterprises instituted systems 
of responsibility for business, the situation of "eating out of a large common pot,” 
and egalitarianism began to change. This further arounsed the enthusiasm of enter- 
prises anc of staff and workers, improved administration and management, improved 
economic effectiveness, and improved quality of service. However, as a result of a 
lack of experience and as a reuslt of incomplete understanding of business complex- 
isties, in the promotion of a system of responsibility some overreacted somewhat, so 
the restructuring of enterprises and the needed system of regulat‘ons has not caught 
up. A minority of enterprises onesidedly sought after profits and bonuses, impairing 
benefits to the country and to the masses. 


The conference hoped that all echelons of the business sector would attach importance 
to these problems, would diligently summarize experiences, and would steadily improve 
the systems of responsibility for business, the enterprises that had instituted 
systems of responsibility thereby being able to adhere to a socialist business 
orientation, and carry out the responsibilities and corresponding rights and in- 
terests that socialist businesses should shoulder. The conference also put forward 
six requirements for which business enterprises should shoulder full responsibility 








following institution of systems of responsibility as follows: (1) Carrying out the 
business policies of the party and the state, obeying planned management by the 
State, and taking the initiative in organize professional operations. (2) All around 
fulfillment of economic quotas set by the state, and gaining of greater economic 
benefits with accumulation of capital for the state through expansion of commodity 
flow, improvement of administration and management, and conservation of expenses in- 
volved in commodity flow. (3) Establishment and perfection of a system of enterprise 
management and a system of personal responsibility to improve quality of service, 

to protect the interests of consumers, to protect the property of enterprises, to 
manage enterprises well, and to maintain the integrity of socialist business. 

(4) Implementing of the principle of concurrent concern for the interests of the 
State, enterprises, staff and employees, organically linking the economic responsi- 
bilities of staff and workers to economic effectiveness and economic benefits, with 
enterprises having authority to control-economic revenues in accordance with policy 
regulations. (5) Institution of the principle of from each according to ability to 
each according to work to arouse the enthusiasm for work of staff and workers. 

(6) Institution under the leadership of the party of democratic management, staff and 
workers being masters of their own affairs. 


9432 
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ECONOMIC PLANNING 


ACTIONS TO HALT PRICE RISES, CURB MARKET SHORTAGES OUTLINED 
Guangzhou NANFANG RIBAO in Chinese .. Nov 81 p 1 


{Article: "Concerned Steps for Comprehensive Control and Stabilization of Prices, 
Guangdong Provincial and Guangzhou Municipal Governments Plenary Membership Confer- 
ence Studies Market Price Problems; Conference Decides to Take Action to Increase 
Production, Do a Good Job in Procurement, Make Overall Arrangements, and Strictly 
Control Prices; Need Right Now to Stabilize Vegetable and Major Non-Staple Food Prices 
That Have Greatest Effect on People’s Lives and That Are Most Pressing"] 


[Text] On the 25th and 26th of this month, the Guangdong Provincial and Guangzhou 
Municipal Governments held a joint plenary membership conference to study problems 
in how to stabilize market prices in the province and in Guangzhou Municipality. 

They decided to effect comprehensive controls as follows: Efforts to increase pro- 
duction, actively do a good job in procurement, overall arrangements for internal and 
external trade, curbing currency put into circulation, and strictly controlling 
prices. At the same time they called for effective action first in fresh vegetables 
and major non-staple foods that have the greatest effects on people's lives, and that 
are urgently in need of solution. 


Provincial and Municipal People's Government officers in charge, and officers in 
charge in all commissions and offices, as well as in departments and bureaus attended 
the conference. Deputy Provincial Governor Yang Deyuan [2799 1795 0337] reported 

to the conference on the price situation, and transmitted instructions from the 
Guangdong Provincial CCP Committee on price problems. The mayor of Guangzhou Muni- 
cipality, Liang Lingguang [2733 7227 0342] made a major speech. Liu Tianfu [0491 
3944 1133], the provincial governor made a summary statement. 


The conference unanimously agreed that during this year Guangdong Province's politi- 
cal situation has been stable, the economy lively, industrial and agricultural 
production has grown, commodities have increased, the livelihood of the people has 
improved, and the situation is very good. The problems are that certain kinds of 
commodities are in short supply and prices are overly high, and the extent of in- 
crease in market prices is great. This adversely affects the people's livelihood, 
and is a potential element that is unfavorabie to economic readjustment, and to 
stability and unity. This problem positively cannot be taken lightly. 


The conference acknowledged that there arehistorical and objective reasons for the 
high prices in Guangdong. However, we must look more for reasons in our work to 








account for so great a rise in prices as the present one. The major problems existing 
in our work are that while emphasizing the enlivening of the economy, economic 
planning guidance,and management and supervision work have not kept pace, and there 
has been a lack of foresight and failure to take corresponding action to meet the new 
situations and new problems that might arise in the wake of the liberalization of 
policies and readjustment of prices. This has been manifested in: First, insufficient 
concern about planning concepts and national concepts, aud weak concepts about obeying 
national planning guidance and fulfilling quotas for sales to the state. This has 
resulted in a reduction in state control over the sources of supply of goods, and 

the ever increasing ratio of negotiated prices. Second, the conception of policies 

is weak in numerous units, and price discipline is lax. There is buying up of goods 
for speculation, and intervention to raise prices by buying up of goods in short 
supply, with efforts to make a profit by selling what has been bought. There is 

some arbitrary raising of prices and increasing of prices. Third, the amount of 
currency put into circulation has been excessive. Fourth, both domestic and foreign 
trade lacks overall planning. 


The conference stressed that the most important crux in controlling the tendency cf 
prices to rise lies in everyone having a unified understanding and taking concerted 
steps to bring about comprehensive control. Beginning with leadership organizations 
in Guangdong Province and Guangzhou Municipality, leaders at all levels must per- 
sonally take control, investigate and study, make decisions, inspect, supervise, 

and spur on, persevering to the end. Comprehensive actions to effect control must 
be taken, efforts going first in increasing production, particularly of principal 
consumer goods (including industrial articles for everyday use, vegetables, and non- 
staple foods). Support and assurances must be given in the fields of planning and 
setting forth programs, in capital, in the means of production, and in transportation. 
Neither industrial enterprises nor rural communes and brigades may fail to obey state 
planning guidance because of the emphasis on self-determination; they must strive to 
fulfill national quotas. 


Next is actively doing a good job of procurement. Unified state requisition pro- 
curement policies for agricultural byproducts, and policies for the planned procure- 
ment of industrial goods must be adhered to. The buying up for speculative purposes 
of goods in the category of unified procurement, requisition procurement, and planned 
procurement by the state is forbidden. 


Overall arrangements must be made for domestic and foreign trade. Strict control 
must be exercised ofer issuance of currency, and every possible means should be 
used to take currency out of circulation, 


Strict price control is the most direct action for stabilizing prices. Readjustment 
of the prices of agricultural and industrial products must be strictly controlled; 

the transfer of list price goods to markets for sale at high prices is forbidden. 
Vigorous efforts are necessary to restructure negotiated procurement and negotiated 
purchase of agricultural byproducts, and dealings outside of plan in industrial goods, 
cracking down on smuggling, speculation and profiteering, and all sorts of illegal 
activities that upset market prices, combining the restructuring of prices with a 
restructuring of party work style and social mores. 











The conference «greed that solution to all price problems would require work in many 
quarters, and that a process would be necessary. At the moment, it is necessary, 
first of all, to solve some problems that most effect the iives of the people and that 
are in most urgent need of solution. This means assuring that the prices of life's 
necessities that make up between 60 and 70 percent of the living expenses of staff 
and workers, and that charges of various kinds will be kept stable or substantially 
stable. Among the goods concerned, first is solution to the problem of supply of 
fresh vegetables. meat, and aquatic products. In rural villages, problems in supply 
of medium anc small farm implements also requires further study and solution. 


The conference decided to organize two major price inspections at the end of this 
year and before the lunar new year. 


9432 
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ECONOMIC MANAGEMENT 


ECONOMIC RESPONSIBILITY FOR COMMERCIAL ENTERPRISES DESCRIBED 
Kunming YUNNAN RIBAO in Chinese 30 Sep 81 p 2 


{Article by the Finance and Trade Work Department of the Yunnan Province CCP Cammittee 
and the finance and trade staff office of the Yunnan people's provincial government: 
"Views on the Economic Responsibility System Among Commercial interprises"] 


[Text] For more than 2 years, beginning with the experiment on the expansion of 
decisionmaking power for enterprises, the comercial enterprises in our province 

have gradually set up the system of responsibility for economic results in various 
forms, and this system has played a great role in overcoming equalitarianism and 
“eating out of the same pot,” in arousing the enthusiasm of workers and staff members, 
and in raising the level of enterprise management. Generally speaking, however, 

such work is still in its initial stage. Its development is very uneven and it 
requires some time for the various forms of responsibility to be improved and 
developed. Therefore, we must follow the instructions of the central government and 
the provincial party committee, act in the light of realities in the finance and trade 
departments, and actively set up and improve the system of economic responsibility 
among commercial, supply and marketing, food, and foreign trade enterprises at all 
levels 


The system of economic responsibility marks a breakthrough in the restructuring of 
commercial business management. Its aim is to solve two problems of "eating out of 
the same pot:" First, to streamline the economic relations between the state and 
the enterprises, and to overcome the equalitarianism among different enterprises, so 
that they will no longer “eat out of the same pot” fram the state; and second, to 
eliminate equalitarianism among different sections and workers within an enterprise 
so that they will no longer “eat out of the same pot” from the enterprise. This 
will bring about an integration of the enterprise's rights, responsibilities and 
interests and a direct relationship between the workers’ personal benefits and the 
results of the enterprise's management; it will give full play to the enthusiasm of 
the workers in running the enterprise efficiently, in enlivening the market, and in 
better serving the people and industrial and agricultural production. The following 
suggestions are offered for the efficient enforcement of the system of economic 
responsibility. 
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I. Methods for Enterprises To Practice the System of Economic Responsibility for 
State Finance 


1. Cammercial enterprises, supply and marketing cooperatives at or above the county 
level, and the companies under them should adopt the system of fulfilling profit 

quotas and sharing above-quota profits at various levels. There are two types of 

units which should adopt this system: First, the provincial, prefectural or county 
commercial departments, bureaus or supply and marketing cooperatives; and second, 

the provincial, prefectural and county companies. The choice of type is to be 

decided at each level. However, regardless of the type chosen, the bureaus should 
serve as the units for computing the profits to be retained after striking a balance 

in the profits and losses [of the affiliated units] and taking care that state revenues 
are not reduced. Except for extraordinary circumstances (such as drastic readjustments 
in commodity prices, major changes in the distribution of commodities as required by 
state plans, or changes in the divisiam of work in commodity transactions), the base 
profits guaranteed should generally take the profit plan in 1981 (which should fit in 
with the state revenue plan) as the foundation for a reasonable progressive rate of 
increase to be worked out. After working out the base figure for 1982, similar methods 
can be used for the base figures of subsequent years. The base portion of the net 
profits realized in the current year is to be shared according to existing ratios 

(19.3 percent for commercial departments, 50 percent for civilian trade firms, and 

43 percent for supply and marketing cooperatives) and the profits which are more 

than the base figure will be shared as follows: 40 percent (instead of 19.3 percent) 
for commercial Vepartments and 60 percent to be handed over to the state; 60 percent 
(instead of 50 percent) for civilian trading firms and 40 percent to be handed over 

to the state; and 48 percent (instead of 43 percent) for supply and marketing cooper- 
atives and 52 percent to be handed over to the state. In case of failure to bring 

the profits up to the base figure, the shortfall will be made up with the profits 
retained by the enterprises. 








2. The food or service enterprises will guarantee a certain amount of profits for 
the state, with the surplus profits either retained by the enterprises or shared with 
the state. This arrangement shold remain unchanged for several years. In other 
words, this year's actual profits will serve as the base figure, and the amount of 
guranteed profits will be determined according to a 2:8 ratio (two-tenths to be 
handed over to the state and eight-tenths to be retained by the enterprise). The 
excess amount will be entirely retained or shared, while the shortfall will be made 
up by * .e enterprise. 


3. The enterprises operating at a loss should limit the loss to a certain level. 
Loss above this level will not be made up by the state, while savings from reduction 
of loss below this level will be shared with the state or retained by the enter- 
prise itself. 


1) Food enterprises will undertake to limit the loss at a certain level. Loss above 
this level will not be made up by the state, but savings from reduction of loss below 
this level will be shared om a 4:6 ratio, meaning four-tenths will be retained by the 
enterprise and six-tenths will be handed over to the treasury. The system of economic 
responsibility within the food sector will be jointly set up after study by the food 
department and the finance department. 
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2) Enterprises operating at a loss in implementing certain policy, such as those 
dealing in agricultural supplies, foodstuffs, coal to be used for construction 
purposes, vegetables and so forth, will undertake to limit the loss at a certain 
level. Loss above this level will not be made up by the state, and savings from 
the reduction of loss below this level will be retained cr shared. 


3) Commercial enterprises and supply and marketing cooperatives which have incurred 
losses over a long time can also adopt the system of limiting losses at certain 
levels. Excess losses will not be made up by the state, but savings from reduction 
of loss will be retained or shared. 


4. The sharing of profits by commercially run industries will be carried out according 
to the new regulations of the provincial government. 


5. Small state-run commercial retail enterprises dealing in sundry goods and small 
native and miscellaneous goods should undergo the experiment of paying taxes, 

assuming responsibility for profits and losses, and operating in the form of ccllective 
enterprises, although the nature of their ownership remains unchanged. 


II. System of Management Responsibility for Retail Departments, Shops, Groups and 
Individual Workers Within Enterprises 


There are many different forms, but generally the following nine can be used: 
l. System of collective responsibility for management: 


1) Guaranteeing state profits, taking care of losses, and retaining or sharing excess 
profits by retail departments, shops and groups under the companies. stores or 
basic-level cooperatives; 


2) Guaranteeing state profits and paying taxes as stipulated in policies, in addition 
to paying fees for the use of fixed assets, wages, welfare and other expenses them- 
selves; and 


3) Keeping loss at a certain level on the understanding that loss above this level 
will not be made up by the state and savings from loss below this level will be retained 
or shared with the state. 


2. System of responsibility for management by individual workers. This includes 
payment for the use of fixed assets at discounted rates, handing over state profits 
as guaranteed, and payment of taxes (as stipulated in policies), wages, welfare and 
other expenses by the workers themselves. Their seniority in service will be 
retained. 


3. System of linking rewards or compensation for loss with the results of procurement 
and marketing, or with profits and losses. Under this system the enterprise will 

link the annual bonus fund with the procurement-marketing plan and the profit plan, 
work out the ratio, and then compute the bonus or compensation to be paid according 

to the fulfillment or nonfulfillment of the procurement-marketing and profit plans. 
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4. System of floating wages and profit-sharing. The workers’ wages are to be 
Civided into two parts: 70 or 80 percent as the basic wages to be paid monthly, and 
30 or 20 percent to be linked up with the enterprise's business results in a floating 
way. If the business is profitable, a certain portionof the pure profits will be 
paid as floating wages. If the enterprise incurs any loss, the whole or part of the 
floating wages will be deducted. 


5. Responsibility sytem based on an agricultural-commercial integration and the 
linking of output with bonus. This is mainly intended for groups or individual 
workers supporting economic diversification. Besidesthe procurement, transfer and 
marketing of agricultural sideline products and the profit and other commercial 
indexes, their assistance to communes, production brigades or teams, and commune 
embers in increasing the output and improving the quality in economic diversification 
should also be considered in recording workpoints and computing bonuses. 


6. Dividing up the work and assigning a part of it to each individual or group. For 
example, the food group can divide the task of annual procurement among different 
workers and pay them bonuses according to the results of their work. 


7. Fixing production quotas and paying bonuses according to the percentage of work- 
points obtained. This method can be used in commercial enterprises, supply and 
marketing cooperatives and food departments. 


8. System of sharing above-quota income. In barber shops, for example, each barber 
will be given a monthly quota. A certain portion of the total above-quota income 
will be shared by all workers as bonus. 


9. Piecework wages. This system is suitable for commercially run industries and 
for the work of loading and unloading in transportation business. 


There are other forms which cannot be all listed here, and these nine forms cannot 

be perfect. Therefore, it is necessary to further improve them after summing up the 
experiences. While setting up their system of responsibility, localities and enter- 
prises should not feel restricted by these forms. They are free to create and develap 
other forms. 


According to actual conditions in our province, the food and service trade, which is 
highly labor intensive and is operating under favorable conditions, can generally use 
the system of collective or individual responsibility for management. The retail 
departments of small department stores or the retail departments and the procurement- 
marketing stores of basic-level cooperatives in remote areas can also try this system. 
The system of piecework and above-quota piecework wages can be used in commercially 
run industries. The large or medium-size stores or supply and marketing cooperatives 
handling large transactions of industrial and agricultural sideline products can 
generally adopt the system of linking rewards or compensation for loss with the 
results of procurement and marketing or with profit and loss. ‘he system of offering 
rewards according to the percentage of workpoints obtained may also be suitable. 
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IIX. Several Questions To Be Noted in Practicing the System of Econamic Responsibility 


l. The enterprises should have certain decisionmaking power. In practicing the 
system of econamic responsibility, the cadres and workers have a direct responsibility 
to the state and the enterprise, and it is necessary for the enterprise to have 
relatively independent power of decisionmaking before vitality can be brought to the 
business. Therefore, simultanequs efforts should be made to improve the system of 
economic responsibility and to expand the decisionmaking power of the enterprises. 

The enterprises already having expanded power should set up and further improve their 
system of econamic responsibility, while those not yet having expanded decisionmaking 
power should proceed with reforms, beginning with the setting up of a system of 
economic responsibility. 


2. The accounting units should be smaller, and accounting of profits and losses 
should not be carried out as a package deal. The canpanies now undertaking both 
wholesale and retail sales should keep these functions separated so that there wiil 
be independent accounting units for both wholesale and retail sales. Accounting for 
profits and losses in many trades, such as food, hotels, barber shops, bathhouses and 
photo studios under the food and service company is now being undertaken by the conm- 
pany. Instead of a unified accounting by the campany, there should be independent 
accounting units set up for different trades. Independent accounting units are also 
necessary for the retail departments, shops, groups, restaurants and warehouses of 
some large enterprises, provided the conditions are favorable. If such conditions . 
are not present, some simple system of accounting should be used in order that the 
system of economic responsibility can be carried out for the improvement of enter- 
prise management. There should also be careful cooperation and active support from 
the finance, taxation, banking and industrial-commercial administrative departments. 


3. The form of responsibility system to be set up by an enterprise should be based 
on realities, including the enterprise's commitments, its scope of operation, the 
number of its workers and the level of its management. The form should be chosen 
through democratic discussion by ‘ne workers, who should also work out the plans for 
approval by the higher authoritixs. There should be no "arbitrary uniformity." The 
method used should be simple, and the responsibilities should be clearly defined and 
directly related to the benefits, so that the system can be easily enforced. At the 
same time, a system with clearly defined and specific ja responsibilities should be 
set up within the enterprises. This system should include the following features: 

1) Specific job responsibilities and the tasks to be undertaken by all categories 

of personnel, especially the economic responsibilities and jab responsibilities of 
the leading cadres and the management personnel, should be assigned; and these respon- 
sibilities should be related to their reward and punishment. 2) Fairly large shops 
and cooperatives with independent operation, independent accounting and a fairly 
large number of workers should set up a system of responsibility among the work teams 
and work groups, all with simple and independent accounting. 3) A system of joint 
responsibility should be set up for personnel who are closely related to, and able to 
supervise, one another. 4) There should be systems for the procurement, delivery 
check, storage and issue of supplies. 5) There shald be rules and regulations for 
shops. 
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4. There should be consideration for the interests of the state, the enterprise and 
the workers rather than for the interests of one party alone. In setting up the 
system of econamic responsibility and in working out plans of procurement and 
marketing, profit-sharing and reward-offering, a commercial enterprise should guar- 
antee increased state revenues and arouse the enthusiasm of the workers so that the 
State will have more revenues, the enterprise will make greater profits and the 
workers will have more income. Increased state revenues should be the first require- 
ment. 


The profits retained by an enterprise should be used in developing its business, 
promoting collective welfare and rewarding the workers. There should be proper pro- 
portions in the allocation of funds. Business development and welfare funds cannot 
be used as bonus funds for the workers. 


5. The commercial enterprises shqwlid have a sense of responsibility to the market 
and uphold the socialist business orientation. State-run commercial enterprises are 
a main component of the socialist market. They must bring into play their leading 
role in the market and implement “cone policy” (of developing econamy and guaranteeing 
supplies), offer “two services" (to production and people's livelihood) and have 
"three major concepts” (political concept, production concept ard mass concept) 
besides having a Keen sense of responsibility to the market. Since these enterprises 
have direct contacts with the broad masses, their main functim is to offer good 
services. Therefore, the evaluation of these enterprises and their workers should 
be based not only on the econamic indexes, but also on the quality of their services 
and the “five stresses and four points of beauty” activities. This is particularly 
necessary for the large department stores and large restaurants because of their 
strong influence on the public. 


6. The principle of "to each according to his work" shold be firmly upheld. The 
enterprise's procurement-marketirg plans and profit plans should call for annual 
increases and at the same time leave same leeway so that it will be possible for the 
workers to overfulfill their output plan by exerting same efforts. The bonus dif- 
ferentials should be handled well in order that the workers of different enterprises 
with different business conditions who deal in different types of commodites can 
receive a generally balanced bonus, provided they make the same amount of effort. 
Even in ome retail department, shop or group, the difference in contributions from 
the workers should be taken into account, so as to insure that he who works more 
will get more. To better arouse people's enthusiasm, reward and punishment should 
be duly carried out, and there should be no confusion between them. 


The appropriation and payment of bonuses should be in accordance with the regulations 
issued by the State Council and the provincial government. If the enterprises have 
efficient management and large-scale increase in procurement-marketing tasks and in 
profits and are able to conscientiously implement various party and state policies, 
their workers’ bonuses need not be subject to the 2-month or 3-month restrictions. 
However, the enterprises concerned should be mindful of the feelings of those all 
around. If the annual bonus fund is large, part of it can be kept in reserve, to be 
used in the future in a regulative role. Piecework wages, the sharing of above-quota 
profits, floating wages, and the incomes of individual workers or groups of workers 
who have assumed responsibility for the management of business are all the outcome of 
a reform in the distribution of benefits. In these cases, no bonus will be paid. 
Rewards taken from the proceeds from the recovery of feathers, bones and discarded 
packing should not be included in tune average bonus funds. 
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7. Democratic management should be encouraged. The enterprise practicing the system 
of econamic responsibility should further strengthen this system as well as the system 
of workers congresses under the leadership of the party committee. This will help 
strengther the party's leadership, improve the relations between the party and the 
masses, and fully arouse the enthusiasm of “he broad masses by giving them a sense of 
being masters of their own affairs. To strengthen democratic management. the workers 
should have not only the duty to fulfill their ja responsibilities, but also the 
right to supervise the activities of the enterprise as well as the performance of 
duty by the leading cadres and management personnel. 


8. We must do a good jab of resolving the responsibility for retirement funds. At 
present there are qu'te a few grassroots businesses which have an excessive number 

of retired personnel, which has increased the burden on the enterprises and created 

a situation in which the Loads carried by retail shops and among various trades is 
unequal. This has affected the enthusiasm of the workers. We might consider taking 
the bureaus, Communes. or companies as the basic unit and implementing a plan in 
which the total pension fund for retirees is withdrawn on a percentage basis fram 
sales turnover and carried as non-business outlays. This would be managed and applied 
by the bureaus, communes, or companies at each level on a subordinate basis. 


9. In practicing the system of econamic responsibility, the enterprises should willingly 
observe all state policies and decrees, and refrain from resorting to any crooked 
tactics. The administrative departments in charge shauld strengthen their supervision 
and inspection, guide the enterprises in upholding the socialist business orientation, 
improve their services, set up sound systems of responsibility, and stimulate micro 
economics under the unified planning of macroeconamics. If necessary, they should 
take action against the enterprises found to be inefficient in management, violating 
state policies and regulations, cheating the masses, offering poor services, dis- 
regarding sanitation requirements or paying bonuses indiscriminately. They can stop 
the enterprises from paying any more bonuses, suspend their op»ration pending con- 
solidation, set time limits for the rectificatia of errors, and even fix the 
liability on the leadership of the enterprises. 


IV. Strengthening the Leadership and Improving the Responsibility System in a 
Positive But Prudent Way 


1. There is need for unified planning and overall arrangement. There should be a 
positive but prudent approach. While guarding against any rash action being taken 
regardless of economic results, we should also overcome any hesitation in carrying 
out practical experiments. The work should be firmly carried out under leadership 
and in a planned and systematic way. The enterprises should set up the system of 
economic responsibility for state revenues before the end of this year so that this 
system can begin to function in January 1982. The system of management responsibility 
within enterprises and food and service trades should be basically set up before the 
end of this year, while small enterprises dealing in industrial goods and agricultural 
sideline products should endeavor to promote their system within this year. The other 
enterprise should also be able to popularize it next year. A small number of 
enterprises under weak leading bodies and chaotic management should streamline their 
leading bodies beginning with a general consolidation, so that the responsibility 
system can be set up. Demands for specific methods to bring about progress should 
proceed from realities and should be determined by the prefectural and autonamous 
prefectural governments. As for foreign trade enterprises, their internal system of 
management can be set up to suit their own conditions, provided the existing financial 
system remains unchanged. 
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The plans should be carefully examined. The plans of provincial enterprises are sub- 
ject to examination by the departments or bureaus in charge in collaboration with 

the finance departments, while those of prefectural or county companies should be 
submitted to governments of the same level for approval. The plans of units below 
the company level should be examined and approved by the bureaus in charge or ty the 
companies entrusted to do so. Plons for experiments in paying taxes instead of handing 
over profits to the state should be approved by the government of the same level. 

Cor individual workers or groups of workers who have assumed responsibility for 
management as an experiment, the company or basic level supply and marketing 
cooperatives in charge should afford due legal protection in accordance with the 
plans and provisions in the signed contracts. Both parties to the contract must be 
sure to carry out the provisions of the contract, and the violator will bear all the 
economic and legal responsibilities. 


2. Party committees and governments at all levels should assign a responsible comrade 
to take charge of this type of work, which should be included in the meeting agendas. 
Each provincial department, bureau, cooperative in charge, and each prefectural and 
county finance staff office, bureau and cooperative in charye should have one respon- 
sible comrade to take charge of this work. They should aiso assign a certain number 
of people to form leading bodies to take special charge of the same work. Leading 
comrades at all levels should go deep into realities to conduct investigation and 
study, to discover problems and solve them pranptiy. They should also set up typical 
examples and use these examples to guide their work throughaut the areas. 


3. To carry out effective ideological and political work, the following points should 
be stressed: 1) Carefully study the “ResolutiononcCertain Questiams in the History 
of Our Party Since the Founding of the People's Republic of China” adopted at the 
Sixth Plenary Session of the llth Party Central Committee, and enhance the awareness 
of the workers and staff members of the need to uphold the four basic principles, to 
respect party leadership, to form the communist concept of life, and to unite as cme 
in looking forward and in striving for the four modernizations. 2) Educate the 
workers and staff members in the fine traditions of the party, in observing discipline 
and laws, in conscientiously enforcing financial and econamic laws, and in resisting 
and correcting unhealthy tendencies. 3) Continue the education in “one policy,” 

"two services” and “three major concepts” and further promote the “five stresses and 
four points of beauty” activities in order that civilized commercial work, politeness 
to customers, good services facilities for production, and convenience to the masses 
can be fostered everywhere. 4) Pay attention to party work and education among party 
members, particularly cadres in leading positions, so that they can set good personal 
examples and play the role of models. 5) Teach cadres about respecting the rights 

of workers’ congresses in order to bring into play the role of democratic management 
of enterprises by the workers and staff members. 


9411 
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ECONOMIC MANAGEMENT 


VIOLATIONS OF FINANCIAL, ECONOMIC DISCIPLINE SCORED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 24 Nov 81 p 1 


[Article by Fan Lang [5400 2597]: "Why Does It Take So Long to Deal With Numerous 
Cases of Violation of Financial and Economic Discipline?"] 


[Text] In the process of surmounting unhealthy tendencies in the economic field 
and struggling against those who violate financial and economic discipline, one 
fairly conspicuous current manifestation is that despite their uncovering by the 
masses, numerovws incidents of violation of financial and economic discipline are 
frequently noc promptly brought to book. In some prefectures, municipalities, and 
zhous in Siclwan Province where major violations of discipline in the economic field 
have been reported to the province and placed on record for investigation and 
prosecution this year, only a few have been dealt with and concluded, the majority 
of them still being in process. And of those cases “still in process," many have 
been in process for as long as half a year, 8 or 9 months, and have still not been 
concluded. A comrade responsible for fiscal investigation work said, “Nowadays 
investigation of incidents of violation of financial and economic discipline is 
difficult, but settling of such cases is even more difficult." Many of the cases 
that have been in process for a long time have had big matters turned into small 
matters, and small matters turned into no matters at all. Some people say, 
"Investigate, investigate, and investigation is the end of it!" 


The major reasons for this state of affairs are as follows: Some leaders have an 
incorrect attitude about these problems. In numerous cases in which financial and 
economic discipline has been violated, leaders are either personally involved or 
they have permitted their subordinate cadres to do things. In some cases leaders 
nodded in tacit consent, and in other cases decisions were even made by CCP committees. 
In other cases, it is because old subordinates or old colleagues of certain leaders 
are involved, or because cadres that have always enjoyed confidence or have been 
put in important positions are not only indulged and made allowances for, but are 
shielded and winked at. The comrade fromthe provincial financial control unit told 
the correspondent that in order to avoid control by fiscal authorities, in May 

1977 the Hejiang County Lumber Company merged with the County Forestry Bureau at 
its own initiative. For more then 3 years, they transferred more than 1 million 
yuan outside the country budget when it should have been paid as profits, and most 
of it was spent by the county on its own initiative. As early as the end of 1978, 
when Yibin County government administrative offices investigated financial and 
economic discipline, this problem was raised. Last winter and this spring, when 
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the province carries out an inspection of financial and economic discipline, the 
provincial government formally sent an official communication requiring correction. 
But leaders of that county neither investigated nor corrected. The reason was 

that two responsible persons in the Prefectural CCP Committee had nodded their tacit 
approval. Guided by a mentality of “wanting to find ways to get some circulating 
capital for the bureau,” the Weiyuan County Finance Bureau's leaders took it upon 
themselves to transfer special funds in the financial budget out of that account to 
set up a private account amounting to 597,000 yuan, avoiding state plan direction 
and supervision. Combined provincial and prefectural investigation teams brought 
the problem to light after nearly 2 months of investigation. Now, however, half a 
year’s time has passed, an aside from readjustments made to the accounts, no strict 
action has been taken. Of course, in some leadership organizations there exists 
serious bureaucratism, a sluggish work style, and negligence about work. Some 
leadership cadres do not really understand the actual situation, and they have no 
grasp of policies, in particular. They are always vacillating, unable to make a 
decision. In some others, it is factionalism, selfish departmentaliem, and individu- 
alism that causes trouble. They give different answers to the same question, each 
person maintaining his own views in an attitude of what you say is wrong and what 
he says results from lack of experience. If you want to check, they will cover up. 
In still others, it is a case of not daring to become involved with leadership cadres 
in units on the same chelon, fear of injuring feelings, fear of retribution, etc. 
Unless this state of affairs is changed, not only will there be no way to enforce 
financial and economic discipline or put an end to unhealthy tendencies, but the 
political zeal of the masses to struggle against behavior that is in violation of 
the law and disrupts discipline will be impaired, and the prestige of the party 
among the masses will be damaged. 


Numerous comrades believe that in order to solve these problems, most important 

is that leadership cadres at every echelon intensify indoctrination, strengthen 
party spirit, strictly observe the "Regulations," and diligently carry out criticia 
and self-criticism. The welfare of the party and the people must be paramount, 

and discipline must be enforced on behavior that contravenes financial and economic 
discipline. Rewards and punishments must be meted out strictly and fairly with 

no offsetting of transgressions against meritorious actions, and no beiig strict with 
subordinates but liberal with superiors. The principle of equality for everyone 
before the party must be upheld. Cadres at all levels responsible for checking on 
discipline and watching over public finances must adhere to truth without quibbling 
about individual gain or loss. In cases where violations of financial and economic 
discipline drag on without being dealt with, or when units refuse to act, there is 
an obligation to find out why. Only in this way can unhealthy tendencies in the 
economic field be corrected. 


9432 
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ECONOMIC MANAGEMENT 


INTER-AREA INDUSTRIAL COOPERATION TRIED 
Shanghai JIEFANG RIBAO in Chinese 10 Nov 81 p l 


[Article by Xiang Xian [6272 6343] and Mei Tian [2734 3944]: "Shanghai Develops 
Economic Association With Other Places to Make the Most of Advantages of All and 
Increase Economic Benefits; Agreement Reached or Production Begun on Nearly 100 
Items" ] 


[Text] Shanghai's economic association and technical cooperation with fraternal 
provinces and municipalities is gradually taking shape. As of now, agreement has 
been reached or production begun on nearly 100 items, and a large number are under 
discussion for association or cooperation. These associations that transcend re- 
gions have begun to show their superiority in practice. 


The trans-regional economic association and technical cooperation that has already 
developed is of many forms. It is flexible in shape and rich in substance; some- 
times close and sometimes loose. The main forms are as follows: 1. “Compensa- 
tory trade" between areas with Shanghai providing capital, equipment and skills, 
and using enterprises already existing in producing areas to help expand produc- 
tion of raw and supplementary materials, the other party providing compensation 
for the increased portion of raw and processed materials and semimanufactures. 

2. Operation of enterprises as joint ventures with a division of profits. Usu- 
ally Shanghai provides capital, skills, and equipment, while the other party pro- 
vides factory buildings, sites, and workforces, the products and profits being 
proportionally divided on the basis of proportion of investment or agreements. 

3. Technical cooperation. Shanghai provides technical assistance and management 
experience to help the other party tap production potential and improve economic 
benefits, the other party dividing a certain amount of profits within an agreed 
upon period of time as compensation for these skills. In addition there is un- 
compensated technical cooperation, study and exchange of production techniques 
and management experiences geared to needs, etc. In the field of commodity cir- 
culation, association in marketing and sales that transcends areas has also de- 
veloped. 


Economic association that transcends regions is characterized by little invest- 
ment, quick results and large benefits, and is a major way of tapping potential 
everywhere, of making the most of individual advantages, of improving economic 
performance, and of hastening the speed of construction. First of all, it solves 
conflicts in the crowding of plant buildings and sites of some enterprises and a 
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shortage of raw and processed materials in Shanghai, and it creates favorable con- 
ditions for hastening development of consumer goods production. In the Shanghai 
Sewing Machine Plant, for instance, where the contradiction between output and 
demand was fairly pronounced, after a production and marketing relationship was 
entered into with the Wujiang Machinery Plant and the Meishan Iron Mine in Jiangsu 
Province, some spare parts being made by the other party, definite conditions were 
provided for an increase in output by the Shanghai Sewing Machine Plant. In other 
cases such as the production of furniture, leather shoes, rugs, and toys, following 
joint operation, the quantity of supplies in the market increased. 


Through the joint development of production, both parties make the most of their 
individual advantages and reap substantial economic benefits. One instance was a 
basis for cooperation that existed between the Weili Light Fixture Plant in Shang- 
hai and the Sheqian No 2 Glass Plant in Jiangsu, which used joint capital to pro- 
duce glass light shades. Shanghai provided the capital and the know-how, and the 
jointly operated plant used existing plant building, unused land, and the locally 
abundant quartz sani. Within slightly more than a year, the jointly operated 
plant's output has more than tripled and output value has increased by about 300 
percent. Profits have increased by about 600 percent. In addition, arrangements 
were made to place more than 160 educated youths awaiting employment. All of the 
output is provided to the Weili Light Fixture Plant for assembly. Now that the 
Weili Plant has light shades, the former passive situation has been changed in 
which it was not possible to get cooperation for assembly, light fixture produc- 
tion therefore being unsteady. Light fixture production output value has gone 
from somewhat more than 5.5 million yuan to somewhat more than 7 million yuan, 
and the 25 new varieties developed have been warmly received by consumers every- 
where. 


Associations that transcend areas also are advantageous in joint improvement of 
production skills and the level of administration and management, and they promote 
a gradual shift in Shanghai products toward the direction of being high quality, 
precision, top notch, and new for an expansion of exports. In its technical coop- 
eration with fraternal provinces and municipalities, Shanghai has also learned 
numerous advanced experiences. 


Close economic links among areas breaks up the prevailing management system of 
being cut up centrally and locally, vertically and horizontally, and crosswise 
links are formed in accordance with economic laws to explore paths for reform of 
the economic system. The joint venture food plants operated by the Yimin No l 

and No 5 food plants with Changshu County in Jiangsu and Mingshui County in 
Heilongjiang respectively use local resources in local production for local mar- 
keting and sale to satisfy the needs of the local people for Shanghai foodstuffs, 
thereby reducing the waste and losses occasioned by hauling things back and forth. 
This helps development of the food industry in both places. 


This trans-regional economic association and technical cooperation is currently 
still in the stage of exploration and infancy. Inasmuch as it relates to many 
problems of economic policy and the system of economic management, in order to 
actively expand this transregional economic association, the units concerned are 
now in process of summarizing experiences in trial operation of economic associa- 
tion, and further studying and solving these contradictions and problems. 
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ECONOMIC MANAGEMENT 


GANSU CONFERENCE ON ECONOMIC RESPONSIBILITY SYSTEM HELD 
Beijing ZHONGGUO CAIMAO BAO in Chinese 21 Nov 81 p l 


[Article by Yang Zhanfeng [2799 2069 6912]: “Efforts Should Now Be Placed on 
Restructuring and Completion in Commercial Enterprises That Promoted Systems of 
Business Responsibility During the Previous Stage; Gansu Province Department of 
Commerce Holds Forum That Puts Forward Several Specific Measures" ] 


[Text] The Gansu Provincial Department of Commerce recently convened a forum on 
the system of responsibility for business in commercial enterprises throughout the 
province, which summarized pilot project experiences during the previous stage and 
proposed five specific measures to be taken. It also called upon enterprises al- 
ready practicing a system of responsibility to place the emphasis of current ef-~- 
forts on restructuring, consolidation, and completion. 


As of the present time, units in the Gansu commercial system practicing some form 
of a system of responsibility number more than 1,200 or 33 percent of the total 
number. Most of these enterprises have won more revenues for the state, more 
withholdings for enterprises, more earnings for staff and workers, and satisfac- 
tion for customers. A small number of enterprises have made their enterprise 
profit base figures in assignment of responsibilities and their fixed quotas 
either overly high or overly low in a onesided seeking after profits and indi- 
vidual earnings while ignoring the quality of service or, have arbitrarily raised 
prices, shortweighted customers, and shifted responsibility to consumers. 


The conference agreed that enterprises that have already instituted systems of 
responsibility for business should focus on restructuring, consolidation, com- 
pletion, and improvement. They should emphasize adherence to one program, two 
services, and three viewpoints, both being concerned about economic results and 
emphasizing quality of service. In regard to restructuring and improvement, the 
conference put forward the following measures: 


Setting of scientific and equitable base figures for profits in assignment of 
responsibility for work and fixing quotas. It was recommended that a system of 
incremental increases in the assignment of work responsibilities be promoted, 
i.e. first finding out an equitable profit figure to be tendered to higher 
authority through enterprise growth, setting an incremental increase in propor- 
tions tendered on this basis, instituting a system of assigning full responsi- 
bility, with no change guaranteed for a period of 3 years. This should be 














followed with a rolling method whereby another year is added as each year passes. 
In this way, state fiscal revenues would not be impaired, and “putting the lash 
to a fast ox" could also be avoided. 


Comprehensive verification criteria. Linking of profit to the calculation of 
bonuses and the calculation of compensation should not be the sole criteria for 
checking, but rather there should be comprehensive verification based on market- 
ing and sales, profits, expenditures, turnover of funds, varieties sold, service 
attitude, quality of service, discipline at the counter. professional skills, 
enactment of policies, labor productivity rate for all personnel, and average 
contributions per capita. 


Placing of limitations on bonuses and individual earnings of staff and workers. 
Wage limits in enterprises trying out wage deductions, piecework wage rates, and 
fluctuating wages should, in principle, be fixed at a maximum not to exceed stan- 
dard wages by more than 30 percent. That portion in excess of limits should be- 
come enterprise welfare funds or be withheld as a collective reserve. In insti- 
tuting fluctuating wages, specific conditions should be set so that the extent 
of fluctuation does not become overly large. Labor insurance and welfare emolu- 
ments that staff and workers should enjoy should not be lightly changed so as to 
assure that the livelihood, rights and interests of staff and workers are not 
impaired. Increases in personnel should be strictly controlled, and various 
methods used to satisfactorily arrange for “surplus personnel" resulting from 
institution of contracting. 
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FINANCE AND BANKING 


TAX COLLECTORS URGED TO BE MORE ASSERTIVE 
Beijing ZHONGGUO CAIMAO BAO in Chinese 19 Nov 81 p 1 


[Article by Lu Xiguang [4151 6932 0342]: "Tax Collection Work Requires Adherence 
to Three Majs: Concepts and Conscientious Implementation of Policies, Heilongjiang 
Conference of Tax Specialists Emphatically Points Out"] 


[Text] The tax specialist conference recently held by the Heilongjiang Provincial 
People's Government emphasized adherence in tax work to "three major concepts," 
diligent implementation of policies, and opposition to liberal tendencies in the 
economic field. 


Since the Third Plenary Session of the llth Party Central Committee, tax units on 
all levels in Heilongjiang Province have developed production, widened sources of 
revenue, tapped potential, and plugged loopholes to win increases in revenues year 
after year for accomplishments each year that exceed those of the year before. Last 
year industrial and commercial revenues for the province exceeded 67 million yuan, 
and during the first 9 months of this year, they again exceeded by nearly 100 
million yuan the amount collected during the same period last year. Throughout 

the province has appeared a collection of good ideological styles, advanced revenue 
workers of surpassing technical skill, and advanced units with outstanding work 
achievements. 


The conference summarized experiences, analyzed the new situations and new duties 
to be faced in revenue work, and emphatically noted that revenue work requires 
adherence to “three major concepts," and requires adherence to the principles of 
socialist service and service for economic readjustment, and diligent implementa- 
tion of policies. A current problem meriting attention is that leaders of some 
units and enterprises have pretended to “represent the interests of the masses" 
while doing things that hurt the national welfare. In order to increase distri- 
butions and issue bonuses, a small number of units have wilfully withheld revenues 
or falsified declarations to pay less. Some places have changed tax rates to suit 
themselves, and taken it upon themselves to reduce or exempt from taxation. In- 
dividual state owned enterprises have even used illegal methods to transfer pro- 
ducts to collective enterprises operated by educated youth for marketing in order 
to evade payment of taxes, converting public benefit to private advantage, etc. 
Unless these problems are solved, public tax revenues cannot be assured. This 
should arouse a high degree of serious attention. 
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The conference called for tax units at all levels to surmount the situation of 
laxness and pliability, resolutely struggle against all kinds of behavior that 
contravenes financial and economic discipline, stiffen their backbones to collect 
taxes, and boldly and assuredly collect taxes. 


The conference issued commendations and awards to three advanced groups, 14 outstand- 
ing tax specialists, and 32 tax collectors and skilled-auditors. 
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FINANCE AND BANKING 


BRIEFS 


INVESTMENT BANK--Beijing, 23 Dec (XINHUA)—The China Investment Bank, a new 
bank specializing in collecting foreign funds for domestic investment and 
credit, was officially set up in Beijing today. The establishment of this 

new bank is in line with China's open economic policy, which advocates 
efficient use of foreign funds. The bank has a capital of 4,000 million yuan 
(RMB) and is based in Beijing. The board of directors of the China Investment 
Bank held its first meeting today. It has 29 members, including honorary 
chairman Wang Bingqian, minister of finance; and chairman Wu Boshan, vice 
minister of finance and concurrently president of the Chinese People's 
Construction Bank. [Beijing XINHUA in English 1209 GMT 23 De 381 OW] 


MONETARY SOCIETY MEETING--Nanning, 6 Jan (XINHUA)--It is necessary to make good 
use of bank loans so as to achieve better economic results in present-day 
China said Li Baohua, honorary president of the Chinese Monetary Society and 
president of the People's Bank of China, at the recent 6-day annual meeting 

of the Chinese Monetary Society concluded here 3 January. Loans for buying 
equipment, capital construction and foreign exchange loans should be tied to 
economic performance including amount of investment, good results and speedy 
returns. Emphasis also must be placed on technical transformation of existing 
enterprises, President Li said. If turnover of loans in the form of working 
funds can be accelerated, a huge sum of money could be diverted to production 
and construction, he said. He urged branch banks to assist industrial, 
agricultural and commercial units by speeding up turnover of such loans. 
{Beijing XINHUA in English 0749 GMT 6 Jan 82 OW] 


REVENUE TARGETS MET--China's industrial and commercial tax revenue reached 

52.4 billion yuan by mid-December, exceeding the year's target by 1.6 per cent 

10 days ahead of schedule. The figure was 800 million yuan and 8 percent higher 
than for the same period last year, the CHINA FINANCE AND TRADE JOURNAL reports. 
Tax revenues from commerce, transportation and the light and textile industries 
are expected to be 13 per cent higher than last year. Taxes from cure’ tobacco, 
tea and aquatic products are also up by a large margin despite severe drought 

and flood suffered in many farming regions this summer. Cured tchacco tax revenue 
is more than double last year's figure, amounting to more thar 490 million yuan. 
The paper says the national economic readjustment program has provided a solid 
foundation for tax revenue by boosting industrial and agricultural production and 
enlivening markets. [HK300230 Beijing CHINA DAILY in English 30 Dec @1 p 2] 
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PRC-JAPANESE BANK AGREEMENT--Tokyo, 13 Nov (KYODO)--The Bank for Commerce and 
Industrial Cooperatives (Shokochukin) Friday announced a business trip agreement 
with a Chinese Trust and Investment Corporation to help smaller Japanese firms 
start joint ventures in the southern province of Guangdong. | icials of the 
government-financed bank said the agreement with the Guangdong Trust and 
Investment Corporation called for cooperation in raising funds and exchanging 
relevant information and personnel. The officials expected joint Sino-Japanese 
ventures to increase in Guangdong, which has had three free trade zones in 
Zhenzhen, Zhuhai and Shantou. The bank has concluded similar tieups with the 
Fujian Investment and Enterprise Corporation and the China International 

Trust and Investment Corporation, China's central organization. [Text] 
[0W161201 Tokyo KYODO in English 0857 GMT 13 Nov 81 OW] 


QINGHAI BANKING--Banks at all levels throughout Qinghai Province have scored 
remarkable achievements over the past 2 years in attracting deposits in order 
to make loans. According to statistics, the various deposits in the province 
have increased by over 150 million yuan during these 2 years. The province's 
total deposits reached over 1 billion yuan. Over the past 2 years, banks at 
all levels throughout the province have increased various types of loans by 
over 56 million yuan. As of now, the province's total loans have reached over 


619 million yuan. [SKO20243 Xining Qingnai Provincial Service in Mandarin 
1100 GMT 31 Dec 81 SK] 


HEILONGJIANG RURAL SAVINGS--As of 10 December, rural savings deposits in 
Heilongjiang Province had reached 487 million yuan, 99 million yuan more than 
at the beginning of 1981. On average, each peasant has 27.53 yuan in the bank, 
5.43 yuan more than at the beginning of this year--a record. [SK241007 

Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 23 Dec 81 SK] 





NEI MONGGOL RURAL DEPOSITS--Jirem League, Nei Monggol Autonomous Region, has 
greatly increased its figures in the people's deposits and withdrawal of 
agricultural loans. By 15 December, the League Agricultural Bank withdrew 

over 31.3 million yuan of loans. Its credit cooperative withdrew over 19.7 yuan 
of loans, 7 million and 4 million yuan increases over the figures of the 
corresponding 1980 period. Its 1981 deposits reached over 19 million yuan, a 
more than 9.6 million yuan increase over the figure of the corresponding 1980 


period. [SK282230 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 
27 Dec 81 SK] 


NEI MONGGOL TAX REVENUE~-As of 10 December, Nei Monggol Region had fulfilled 

the annual industrial and commercial tax revenue plan by 3.16 percent, 21 days 
ahead of schedule. Localities which fulfilled the annual industrial and 
commercial tax revenue plan are Xiningan, Hulun Buir, Bayannur, Ju Ud, Xilin Gol, 
Jirem and Ih Ju leagues and Hohhot Municipality. [SK17G700 Hohhot Nei Monggol 
Regional Service in Mandarin 1100 GMT 16 Dec 81 SK] 


GANSU TAX REVENUE--Gansu Province's industrial and commercial tax revenue in 

November surpassed that of October by 6 percent, a record for 1981. 

Zhangye and Qingyang prefectures prefulfilled the annual tax revenue plan by 

l month, Except for the coal and machinery industries, all other trades and 

professions registered a slight increase in tax revenue in November. Power, 

chemical and cigarette industries increased tax revenue by 15 percent and 

the metallurgical industry, by 36 percent. [Lanzhou Gansu Provincial Service 
in Mandarin 1125 GMT 19 Dec 81 SK] 
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HEILONGJIANG URBAN DEPOSITS--Deposits by the urban people throughout Heilongjiang 
Province have increased greatly. By 30 December, deposits reached over 1.76 billion 
yuan, a 450 million yuan increase over the figure at the end of 1980. The 

province overfulfilled its annual urban deposits plan by 30.7 percent. [SK312244 
Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 30 Dec 81 SK] 


NEI MONGGOL BANK--The Nei Monggol People's Bank and Agricultural Bank recently 
decided to grant low-interest loans to enterprises to help them develop production 
of articles for the use of minorities. Loans granted to enterprises of this kind 
will be calculated at a monthly interest rate of 3.3 per thousand. This policy 

is effective the third quarter of 1981 and will not change for 3 years. Enter- 
prises which received loans at the ordinary interest rate in the third quarter 


will be refunded. [Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 
21 Dec 81 SK] 
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PRC'S CHANGJIANG HARNESSED FOR HYDRO POWER 
OW281141 Beijing XINHUA in English 0720 GMT 28 Dec 81 


[Text] Beijing, 28 December (XINHUA)--Four big hydroelectric power stations are 
being built on tributaries of the Yangtze River in addition to the 2.71 million kw 
Gezhouba project which went into operation on the main course of the river five 
months ago. 


The four are: the 630,000 kw Wujiangdu station on the Wujiang (River) in Guizhou 

Province, the 800,000 kw Ankang station on the Hanjiang (River) in Shaanxi Province, 

the 500,000 kw Dongjiang station on a tributary of the Xiangjiang (River) in Hunan 

Province, and the Wanan station, also 500,000 kw, on the Ganjiang (River) in Jiangxi | 

Province. 
¢ 
' 


Five big hydroelectric power stations with capacities ranging from 300,000 kw to 
900,000 kw have been completed on Yangtze tributaries. 


According to the Yangtze River Valley Planning Office, the river's water power 
reserves are among the greatest of all the rivers of the world. Only 2.6 percent 
of the reserves have been exploited, to date. 


The 1,200 big, medium-sized and small hydropower stations that have been or are 
being built on the Yangtze and its tributaries have a combined capacity of 13 
million kilowatts. Stations with a total capacity of seven million kilowatts have 
gone into operation. 


Two extensive surveys were made of Yangtze River water resources after liberation, 
the first in the fifties and the second between 1977 and 1979. The data collected 
show that the Yangtze has water-power reserves of around 268 million kw, or 40 
percent of those in all of China. 


Li Zhennan, chief engineer of the Yangtze River Valley Planning Office, is one of 
the engineers who worked on the extensive surveys of the river basin. He said 

there are about one hundred sites suitable for building hydroelectric power stations 
with a capacity of over 250,000 kw each and a still larger number of sites for 
smaller stations. 


Many of the sites are situated in inaccessible river gorges, Li Zhennan said. In 
the Hutiao Gorge on the Jinsha River that he had surveyed the water drops 200 meters 








in a distance of 16 kilometers providing an excellent site for a large hydro- 
power project, but the mountains on both sides of the gorge rise to 5,000 meters 
above sea level and the river is hemmed in by steep rocky cliffs. "To reach the 
site we had to climb along many steep narrow paths. Later, roads were built to 
move in machines for geological prospecting,” Chief Engineer Li said. 


The surveyors had to work in areas subject to rock avalanches and landslides. They 
often forded turbulent rivers in small boats, they completed surveys of 1,090 large 
and small tributaries of the Yangtze between 1977 and 1979. 


China has accumulated a wealth of experience in surveying, designing and building 
hydroelectric power stations, large and small, Li Zhennan said. Of the ten big 
hydropower stations completed or under construction, six have dams over 100 meters 
high. The highest at Wujiangdu, reaches 165 meters. Dam types include concrete 
gravity, hollow gravity, double arch, barrage and earth and rock. 
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CHINA ADDS TO POWER GENERATING CAPACITY 
OW281328 Beijing XINHUA in English 1234 GMT 28 Dec 81 


[Text] Beijing, 28 December (XINHUA)-—-Fourteen new big power generating units have 
been put into operation this year, adding 1.83 million kw to existing power gener- 
ating capacity, the ministry of power industry announced here today. 


Equipment added in 1981 includes 4,200 kilometers of high-tension transmission 
lines, one being China's first 500,000-volt ultra-high transmission line running 
for 600 kilometers between Pingdingshan in Henan Province and Wuhan in Hubei Pro- 
vince, and five million KVA of transformers. 


The new thermal power generating units include a 125,000 kw unit at the Huangpu 
Power Plant in Guangdong Province, a 125,000 kw unit at the Shiliquan Power Plant 
in Shandong, a 200,000 kw unit at the Shentou Power Plant in Shanxi Province, two 
100,000 kw generating unit at the Fularji Power Plant in Heilongjiang, a 200,000 
kw generating unit at the Huaibei Power Plant in Anhui Province, a 75,000 kw 
gene: *ting unit at the Yulijiang Power Plant in Hunan, and a 50,000 kw generating 
unit : the Baoding Power Plant in Hebei. 


The new .ydropower generating units include a 210,000 generating unit at Wujiangdu 
in Guizhou, two 170,000 kw generating unit at Panjiakou in Hebei, and a 60,000 kw 
generating unit at Etan, Guangxi. 


The transmission lines and new power generating units have relieved to a certain 
extent power shortages in Guangdong, the Beijing-Tianjin-Tangshan area, northeast 
China and Central China. 


The 200,000 kw generating unit at the Shentou Power Plant has boosted total 
generating capacity there to 550,000 kw making it the biggest power plant in coal 
producing Shanxi Province. It is now delivering two million kwh of electricity 
daily to the Beijing-Tianjin-Tangshan area, the Panjiakou hydropower plant shares 
the peak load in this area. 


With completion of the second 210,000 kw generating unit at tho Wujiangdu hydro- 
power plant the needs of Guizhou Province are met and ele:tricity also goes to 
Chongqing, Sichuan Province’s largest city via the newly \wilt Zunyi-Qijiang 

220 ,000-volt transmission line. This line and China's firut 500,000-volt trans- 
mission line will deliver electricity from the Gezhouba power station on the Yangtze 
River to Wuhan, Hubei and parts of Henan Province. 
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BRIEFS 


PROGRESS MADE USING NATIONAL GAS--Daqing, 28 December (XINHUA)—Daqing oilfield in 
northeast China, which opened in 1960 has developed technology for on-site utiliza- 
tion of natural gas, according to the Daqing Natural Gas Company. The oilfield, 
which produces 2,500 million cubic meters of natural gas a year, uses more than 60 
percent of the yield, the company said. Cold weather, low underground pressure and 
water content in the oilfield are Daging’s major problems in gas accumulation and 
transport. Their research to date has been into pressure increase, dehydration, 
protection of pipes from frost, recovery of volatile gas in large tanks and extrac- 
tion of light hydrocarbons, facilities for accumulation and transport of natural 
gas, including booster stations, gas filling stations, gas storage tanks and pipes, 
have been installed. [Text] [0W281034 Beijing XINHUA in English 0701 GMT 28 Dec 
81) 
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BRIEFS 


YUNNAN NONFERROUS METAL PRODUCTION—Kunming, 18 Dec (XINHUA)--Yunnan Province, 
has met its annual nonferrous metal production targets a month ahead of schedule 
and exceeded the targets by 15 percent, according to the provincial metallurgical 
department. The province's January-to-November output of various nonferrous 
metals was 11 percert higher than during the same 1980 period, hitting an all- 
time high, the department said. Efforts have been made this year to speed up 
mine construction. A total of 13. million yuan has been allocated for major 
mines this year, and tunnelling footage has totalled 13,000 meters. Eight 
vertical and inclined shafts are being built, and two have been completed, 

the department said. To cope with growing needs of light and textile industries 
and agriculture, the Yunnan Tin Industry Company, Yunnan Smelting Works and 
Yunnan Aluminium Plant and other big enterprises have produced mre alloy 
products and high-purity nonferrous me*4l products have increased from 26 to 39, 
and the output of 9 varieties, including lead-antimony alloys and deoxidized 
aluminum equalled 7,000 tons this year. [0W231257 Beijing XINHUA in English 

0722 GMT 18 Dec 81 OW] 


URANIUM DETECTION--Beijing, December 28 (XINHUA)--Chinese scientists, using 
remote sensing to study uranium formation, have found a uranium deposit in the 
Longchuanjiang basin in Yunnan Province, the Bureau of Uranium Mine Geology 
said here today. Volcanic activity, very strong in the basin, is closely 
related to formation of uranium deposits, the bureau said. The basin's bedrock 
was formed in the early tertiary period, and the mine is located on the basin's 
volcanic structures. Parts of the deposit are near the Yuntai volcano 

1,300 to 1,400 meters in elevation and others are near the Fenghuang volcano 
1,50° to 1,650 meters above sea level, the bureau said. Layers of concentrated 
uranium run east-west along the volcanic structure. [Text] [0W281254 Beijing 
XINHUA in English 1241 GMT 28 Dec 81) 


SHANDONG GOLD PRODUCTION--Weifang Prefecture, Shandong Province, produced 
8,028 liang of gold in 1981, overfulfilling the annual plan by 25.4 percent. 
[SK062228 Jinan Shandong Provincial Service in Mandarin 2300 GMT 5 Jan 82 SK) 
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INDUSTRY 


GROWTH RATE FOR HEAVY INDUSTRY VIEWED 


HK280400 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 11, 20 Nov 81 
pp 35-42 


[Article by Zhou Shulian [0719 0647 5571] and Wu Jinglian [0702 2417 5834]: 
"On the Question of Growth Rate fo. eavy Industry During the Period of 
Readjustment" ] 


[Text] Over a prolonged neriod of time in the past, due to onesidedly eivine 
prioritv to the development of heavy industry, the national economy has 

suffered verv serious nassive consequences. Since the 3d Plenary Session of the 
llth CCP Central Committee, this error has been criticized, effective measures 
have been taken to vigorously develop agriculture and light industry and to 
overcome the imbalance in the pvrovortionate relations of the national economy 
and noticeable results have been achieved. The roblem at pvresent is: 
concurrently with the continued vigorous development of agriculture and of the 
production of consumer goods bv lieht industry, how should we properly handle 
the problem of the development of heavy industry so that in the readjustment of 
the national economy it can more fully display its positive role? For some 

time in the past, comparatively little attention was paid to this problem. 

Since the beginning of this year, certain symptoms worthy of attention have 
appeared concerning the production of heavy industry. From January to August this 
year, compared with the corresponding period of last year, light industry in 

the country increased by 12 percent while heavy industry dropped. As a result, 
the gross value of industrial output increased by only 1 percent. There was, of 
course, objective reasons for the downward trend of heavy industrial production 
but this is also related to our lack of a correct and all-round understanding of 
its role. This article aims to study the problem of the role of heavy industry 
during the period of readjustment and the speed of its development. 


Correctly Understand the Role of Heavy Industry During the Period of Readjustment 


Mankind can readily understand the importance of heavy industry in normal times, 
but, since the readjustment of the national economy involves the principle task of 
rectifying the abnormal situation of heavy industry occupying too much weight 

and agriculture and light industry too little weight, the importance of heavy 
industry during the period of readjustment has been frequently neglected, under the 
economic conditions of the readjustment period. At times there was a tendency to 
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simply and generally consider heavy industry as having become a heavy burden, 
but actual practice has shown that this was erroneous. As a matter of fact, 
judging from the principal tasks that must be completed during the readjustment 
period, the role of heavy industry certainly cannot be overlooked. 


First of all, the principal task in the readjustment of the national economy 

is that concurrently with placing the development of agriculture in an important 
place, we must vigorously develop the production of consumer goods. This 

task, particularly the speedy development of light industry, cannot be accom- 
plished without developing heavy industry to a certain extent. 


1. The development of light industry depends on heavy industry for the supply of 
raw materials. In the not distant future, light industry in our country envisages 
a new development but the most important restricting factor is the supply of raw 
materials. In the past, our light industry production depended mainly on 
agricultural products as raw materials. It is true that since the 3d Plenary 
Session of the 1lth CCP Central Committee, the rapid recovery and development 

of agricultural production has given strong support to the development of light 
industry, but the growth of agricultural production is restricted by natural 
factors and actual practice since the founding of the PRC has shown that it is 
difficult to attain an annual growth rate of 3 to 5 percent. Thus, in the long 
term, if the basis of the supply of raw materials for light industry is placed 
solely on agriculture, then its development must necessarily be restricted. 

The history of development of light industry in developed countries tells us 

that once the national economy develops to a certain level, the basis of the 
supply of raw materials for light industry must turn to heavy industry, 
particularly the heavy chemical industry. In fact, such a tendency has already 
appeared in our country. Of the outupt value of light industry in our country, 
the portion derived from the use of industrial products as raw materials was 

18.4 percent in 1957 but increased to 30.7 percent in 1979. Of the raw materials 
for Shanghai's light industry (not including the textile industry), agricultural 
raw materials occupied 59.2 percent, and industrial raw materials, 40.8 percent. 
Of the latter, chemical raw materials occupied 46 percent and metallurgical 

raw materials, 36 percent. This illustrates that at present the role of heavy 
industry supplying raw materials to light industry cannot be lightly estimated. 





2. The development of light industry depends on heavy industry for the supply of 
technological equipment. Without heavy industry continuously supplying sufficient 
and advanced technological equipment, the volume of the output of light industry 
cannot be speedily increased and the quality of the products cannot be improved 

to any great extent. Generally speaking, the technological level of our light 
industry is still very low, its machinery and equipment are antiquate and backward. 
For example, Shanghai's light industrial system has 87,000 sets of equipment of 
various kinds. Of them, those made in the 1930's and 1940's occupy 40 percent, 
those in the 1950's, 50 percent, and those after the 1950's, only 10 percent. 

Much of the equipment, though literally in a sick condition, is still in use. 
This situation must be remedied. Therefore, to supply light industry with the 
necessary technological equipment is one of heavy industry's important tasks 
during the period of readjustment. 
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3. The development of agriculture also calls on heavy industry to produce more 
chemical fertilizer, farm medicine, farm tools and other means of production 
for agriculture. Since the implementation in the rural areas of the responsi- 
bility system linking remuneration to output, and following the improvement 

in production and the rise in purchasing power, in many localities there is 

an obvious tendency of an increasing demand for mechanized and semimechanized 
medium-size and small farm tools that are economically suitable for use, 

while in certain other localities the supply of such farm tools is manifestly 
short. This illustrates that in developing agriculture, we should pay 
considerable attention to the role of heavy industry. 


Heavy industry also handles the task of producing certain consumer goods for 

daily use, particularly consumer durables. In the past, we frequently linked 
together light industry with the production of consumer goods and heavy 

industry with the production of the means of production. In fact, although 

light industry produces principally consumer goods, it also produces a portion 

of the means of production, whereas although heavy industry produces principally 
the means of production, it also produces a portion of consumer goods while 
certain consumer goods depend for production wholly or principally on heavy 
industry. Comrade Bo Yibo stated in a recent article as follows: Based on the 
actual industrial statistics for 1980, by 1985, of the gross output value of the 
machinebuilding industry, electrical machinery goods for daily use and metallurgi- 
cal products for daily use will comprise about 20 percent. In the heavy 
industries of metallurgy, chemistry and construction materials, quite a proportion 
of the products are for daily use. 


Furthermore, another important task in the readjustment of the national economy 
is to solve the problem of energy supply which has seriously restricted the 
development of our national economy. The solution of this problem depends to 

a large extent on heavy industry to supply the advanced technological equipment. 


Seen from the near future to the intermediate future, the solution of the energy 
problem will depend principally on practicing economy, and the key to the practice 
of economy lies in bringing into full play the role of heavy industry. The outlook 
for the long-term future of our crude oil industry is that it has plentiful deposits 
and good production prospects but no large production increase will be possible 

in the near future. Our confirmed coal deposits are substantial but due to the 
construction of new coal pits consuming much time and due to difficulties in 
transport, in the coming years it will not be possible to effect any large 

increase in coal output. On the other hand, in our country, there is great 
potential for practicing economy in the consumption of this so-called "fifth 
energy." Japan's annual consumption of energy, in terms of standard coal, is 
equivalent to about 600 million tons, which is about the same as in our country, 

but the gross value of its (industrial) output is 4 times that of our country. 

This may be partly accounted for by factors such as the structure of the products 
(our country has a relatively large proportion of high energy-consumption products). 
However, the main factor lies in our country's enormous waste in energy consumption. 
It has been estimated that the gross potential for energy-economy in our country 
could reach 200 to 300 million tons of standard coal. 
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To practice economy in energy consumption, in additional to strengthening 

control and putting an end to the indiscriminate use of coal, the most important 
measure is to rely on heavy industry, particularly the machinebuilding industry, 
to provide equipment of low energy consumption out of high efficiency and to 
technically rebuild the national economy. This has decisive significance regard- 
less of whether we are carrying out direct energy-saving measures (including 
structuring kilns, furnaces and stoves with low thermal efficiency) and full 
utilization of excess heat through stopping its escape, emission, dripping or 
leaking or executing broad energy-saving measures (such as lowering the 
consumption rate of raw materials, improving the quality of products, raising 
labor productivity, improving the return on investment, and so on). Concerning 
economy in coal consumption, the focal point lies in lowering the coal consump-. 
tion rate of the stoves and furnaces for industrial use or for heating purposes. 
At present, in the country there are nearly 200,000 such stoves or furnaces. 

Of them, the great majority consist of medium-size and small stoves or furnaces 
with a high coal consumption rate and low thermal efficiency. It is estimated 
that in the next 5 to 7 years if we can restructure 40 percent of the medium-size 
and small stoves or furnaces of low heating efficiency. Then on the basis of 
saving 40 percent of the coal consumption after the stoves and furnaces have 

been reconstructed, by 1987 we can save 22.4 million tons of standard coal a year. 


In the long term, the solution of the energy problem depends on opening up 
resources, whether or not heavy industry is capable of providing the energy 
industry with sufficient equipment is one of the decisive factors determining 

the speed of development of the energy industry. As for opening up the old 
existing energy resources, developing the crude oil industry requires the supply 
of oil exploration equipment including various kinds of drilling machines, water 
pumps, transport tools and excavation equipment. A portion of our crude oil 
deposits is located in the continental shelf along the coast. Opening up these 

oil deposits requires rather large quantities of high technology maritime oil- 
drilling and transport equipment. Developing the electric power industry 

requires the supply of different kinds of electric power equipment. For example, 
with regard to the fuel-power equipment we must actively develop the big generating 
units while with regard to the hydroelectric power equipment we must, concurrently 
with restructuring the medium water-head generating units, study the making of low 
water-head as well as high water-head large capacity power generating units with 
water-pumping and power-storage facilities. As for the new energy resources, 

such as the development of nuclear power and utilization of solar energy, that 
heavy industry must be counted upon to provide, on a large scale, equipment 

of an advanced type need scarcely be repeated here. 


Finally, during the period of readjustment we must fully make use of the role of 
foreign trade as a stratagem to reorganize our country's irrational economic 
structure into a rational one. To make use of the role of foreign trade and to 
enlarge the volume of foreign trade, we must strive to expand our foreign trade 
and to enlarge the volume of our foreign exchange earnings. In this connection, 
increasing the export of electrical machinery goods is an important way of 
expanding our export trade and increasing our foreign exchange earnings. A look 
at the condition of certain industrially developed countries will tell us that 
products of the machinebuilding industry make up a big proportion of their 
export commodities. In 1976, the ratio of electrical machinery goods in the 
total volume of export commodities of these countries was as follows: Japan, 

60 percent; West Germany, 54.4 percent; and the United States, 43.7 percent. 
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In more recent years, in some developing countries, the ratio of electrical 
machinery goods in the total volume of export trade has also been steadily 
increasing. On the contrary, our country's export trade in electrical machinery 
goods has been rather small. This situation hardly justified the important 
position of the machinebuilding industry in the country. In 1979, the value 

of output of our machinebuilding industry amounted to 19 percent of the gross 
value of the national industrial and agricultural output, but the export of 
machinery products amounted to only $400 million, or roughly 3 percent of the 
gross volume of exports. Judging from the experience of certain countries 

and localities it is entirely possible to achieve a rapid rise in the export 
of machinery goods. On our part, we should, wherever possible, try to improve 
the quality of the products of other heavy industrial departments besides the 
machinebuilding industry, and find a way to increase our exports on the 
international market. 


From its very nature, what is discussed above concerns the question of how to 
correctly understand the role of heavy industry in the process of social 
reproduction. When technological progress has not yet reached the critical stage 
of effecting economy in the means of production, expansion of reproduction can be 
increased only in proportion with the increase in the application of the means 

of production. Hence, in the course of industrialization, the priority develop- 
ment of the means of production as a long-term trend is a rational phenomenon. 
Heavy industry is the principal producer of the means of production. However, 
some timeago we criticized the error of onesidedly giving priority to the 
development of heavy industry. Is this criticism correct? In our opinion, it 

is correct, because, regardless of whether the final objective of the production 
of society or the objective of socialist production is concerned, the means of 
production produced by heavy industry are all “intermediate products" which 

serve only as the means to accomplish the above-mentioned objectives. But 

it is entirely incorrect to deviate from the further realization of the production 
objective and seek the priority development of heavy industry, under the illusion 
that the faster the development of heavy industry the better and the more the 
production of heavy industrial goods the better. Nevertheless, it is also 
incorrect to entirely ignore the long-term trend in the priority growth of the 
means of production in the course of industrialization, or to negate the role 

of heavy industry altogether. Although the growth of the production of the means 
of production is but a means of realizing technological progress and expanding 
reproduction, this means is still indispensable. Besides, in the initial and 
intermediate stage of modern technological development, this growth is also a 
factor which plays a leading role. For this reason, we cannot refute the correct- 
ness of Lenin's conclusion, which he derived from the tenet of reproduction under 
Marxism, of the priority growth of the means of production in the expansion of 
reproduction under given conditions. Even though the present growth rate of 
light industry must be faster than that of heavy industry, we still cannot 
overlook the important role of heavy industry. Naturally, we must learn from 

the lesson of the past and desist from onesidedly playing up its role. 


Summing up the above, it may be said that in the period of readjustment heavy 
industry plays an extremely important role. It will also play an extremely 
important role in socialist modernization hereafter. In particular, we must 
note that the heavy industry which we have buiit up at a tremendous cost not 
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only provides good material conditions for the present readjustment program 
but also serves as the advanced base for further economic development and for 
the realization of the four modernizations. We must let this base fully dis- 
play its useful role. 


During the Period of Readjustment Heavy Industry Must Have a Certain Growth 
Rate 


Everybody may remember that in the readjustment during the early 1960's, heavy 
industry declined sharply in the beginning. In 1961, the gross output value 

of heavy industry declined by 46.6 percent compared with 1960, and in 1962 

it declined by a further 22.6 percent compared with 1961. If in the early stage 
of the last readjustment heavy industry suffered a decline, why then should 

we suggest a certain growth rate for heavy industry in the present readjustment? 
To explain this problem, let us analyze the special features which differentiate 
this readjustment from the last readjustment. 


First, in the economic readjustment during the early 1960's, a large number of 

staff and workers of enterprises returned to the rural areas, and there was a 

huge decrease in the number of staff and workers in the urban areas. On the 

contrary, this time not only did their number not decrease but also a large 

number of youths awaiting employment have been given jobs. Over the 4 years 
from 1977 to 1980, some 29 million people were given employment. Reducing the | 
number of staff and workers means reducing the state's expenditure on wages and 

welfare work while increasing their number means increasing such expenditures | 
of the state. Seen in this light, the readjustment last time was undertaken 
by the state with a reduced "burden" whereas this time it was undertaken with 

an additional burden on its back. This makes it necessary that in this readjust- | 
ment industry must have a certain growth rate in order to enable the state to 

shoulder the extra “burden.” To maintain a continuous and sustained growth rate 

for light industry, heavy industry must also have a certain growth rate. 

Furthermore, in the readjustment last time, the standard of living of the people 

fell considerably for a time, but in the present readjustment the income of 

the peasants and of the staff and workers was increased rather considerably and 

their standard of living was generally raised. Both in 1979 and 1980, the 

purchasing power for consumer goods went up by over 20 percent. To ensure 

that the present income level of the people and their level of consumption is 

not lowered but suitably advances instead, heavy industry must of necessity 

have a certain growth rate. 


The above explains the necessity of heavy industry maintaining a certain growth 
rate during the period of readjustment. But at the present moment the develop- 
ment of heavy industry is meeting with many difficulties. In particular, con- 
cerning such phases as those related to the market, funds and energy supply, 
serious difficulties have restricted the development of heavy industry. 

But will it be possible in the next few years for heavy industry to maintain 

a certain growth rate? Our views are that it will be possible. 


First of all, let us look at the market. At present, the products of many 
heavy industrial enterprises, particularly those of the machinebuilding industry 
departments, are unmarketable. There were not sufficient orders for the plants 
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and as a result production dropped. In the first quarter of this year, the 
production level of the units under the first ministry of machinebuilding 
dropped by 12 percent compared with the corresponding period of last year 
while that of the units producing agricultural machinery went down by 

22.5 percent. If this problem is not solved, it will be difficult for heavy 
industry to have a certain growth rate during the period of readjustment. 


However, speaking from the objective point of view, under the socialist system 
contradictions of a really antagonistic nature do not exist between production 
and consumption. The national economy can be developed in a planned and 
proportionate manner and the certainty of the emergence of the market problem 
does not arise. Naturally, this does not mean that a socialist society does 

not have any market problem but in comparison with the capitalist system the 
market problem arising from the contradiction between production and consumption 
is different in nature and if it is handled well it can be solved readily. 


At present, the vexing problem of marketability does exist with certain products 
of heavy industry such as large and medium-sized tractors and large-scale 
equipment. The principal reason is that for a long time the structure of 
products of heavy industry has been orientated toward the old type of economic 
development, such as, for example, in capital construction stress is laid on new 
building, in agriculture, on projects that are “large in size and collective 

in nature," and so on. For this reason, when our national economy developed in 
a different manner and began to be centered on the production of consumer goods, 
the market demand for certain products was drastically reduced. This is a 
temporary phenomenon inevitably seen in the period of readjustment and the 
problem now lies in how production of heavy industry should be geared to this 
new development. Plenty of investigation has shown that currently the national 
economy still has a large demand, backed by substantial purchasing power, for 
products of heavy industry, that this demand comes from various sources, and that 
up to now it has not been fully met. Therefore, the key to the solution of the 
market problem of heavy industry lies in the heavy industrial departments 
adjusting their service orientation and the structure of their products to meet 
the demands of society. At the same time, the economic leadership organs 

should strengthen the planned guidance of macroeconomics and bring into full 
play the initiative and enthusiasm of the enterprises. In those localities and 
enterprises which have followed this procedure, this market problem has been 
solved fairly well. Their experience proves that the market problem should not 
constitute an unyielding obstacle to heavy industry maintaining a definite speed 
of development. 


In the final analysis, the market problem is one that concerns purchasing power. 
We should carefully note the fact that the increase in the income of urban and 
rural residents as a result of the readjustment provides advantageous conditions 
for the development of heavy industry. At present, there is an urgent demand 
on the part of the urban and rural residents for consumer durables, while many 
peasants have indicated their demand for various kinds of construction materials 
for house building. All this has generated a market for heavy industry products. 
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At the same time, the increase in the income of the urban and rural residents 
has increased their demand for light industrial goods, and light industry, in 
turn, is demanding more means of production from heavy industry. Following 
the development of [word indistinct] forms of operation in agricultural 
production and the increase in the income of the peasants, the mechanization 
and modernization of agriculture will mean more and higher demands on heavy 
industry. The current expansion of the autonomy of enterprises places more 
funds at the disposal of the enterprises and this will encourage the under- 
taking by the enterprises of such measures as renovation of equipment and 
technological restructuring. This will also widen the market for products 

of heavy industry. 


Perhaps we must touch here on such problems as the so-called "self-service" 

and “self-circulation" that heavy industry has often been accused of. In the 

past we frequently talked about "self-service" and "self-circulation" on the 

part of heavy industry. They referred to conditions like the following: while 
heavy industry should serve as a department for the supply of technical 

equipment for the entire national economy, in reality it has seldom served the 
purposes of promotiug technological progress in agriculture and light industry 

or expanding reproduction. Instead, the products from its increased output 

have been used basically to equip itself or as raw materials for its own 
enterprises. It has not allowed the increase of end-products to fully display 
the kind of function it should have. Hence, this has attracted cartoon-like 
criticism as follows: "More coal is produced to refine steel; more steel is 
refined to build railways; and more railways are built to carry coal." "Self- 
service" and "self-circulation" of this sort are manifestly irrational. But we 
should not enlarge this criticism to the extent of refuting the necessity of 

heavy industry's internal departments and enterprises mutually playing the 

market role within a prescribed scope and to a certain extert. If heavy 

industry is not allowed within a necessary scope to serve its own departments, 

how can it itself maintain simple reproduction and carry out expanded reproduction? 
In DAS KAPITAL, Vol 2, Marx analyzed the operations of the “unchanged capital 

of the first category” and pointed out that "mutual exchange between the different 
single unchanged-capital units of the first category" also constitutes a necessary 
condition for social reproduction. He further pointed out that in a society under 
the public ownership system, it is possible that between the different production 
units of the first category "there occur a type of unceasing to-and-fro operations." 
(DAS KAPITAL, People's Publishing House, 1975 edition, vol 2, pp 472-473). At 
present, for the purpose of solving the market problem of heavy industry, we 
should pay attention to arranging well this type of "to-and-fro operations" 

inside heavy iridustry. In many of the heavy industrial enterprises now, the 
equipment is antequated and the technology is outdated. The development of 
production is thus seriously affected. Leading comrades in the State Council 

have already directed that such matters as equipment renovation and technological 
restructuring be placed as important items on the daily agenda. This will 

help the solution of the market problem by such heavy industrial departments as 
machinebuilding and metallurgy. 
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Second, let us turn to the problem of capital. During the period of readjustment 
there wlll be a rather large curtailment of capital construction investments, 
particularly investments in heavy industry. Undoubtedly this will be a 

limiting factor on the growth rate of heavy industry. Nevertheless, this 

should not develop to the stage of making it impossible for heavy industry to 
maintain a certain growth rate. At present, the assets or resources of our 
country’s major heavy industrial departments are much more abundant than before. 
The potential for increasing output and increasing income is fairly big. 

For example, the profit yield on capital in our state-operated heavy industrial 
enterprises was 17.9 percent in 1965, but dropped to 13 percent in 1978. The 
profit yield on the value of output was 28.2 percent in 1965 and dropped to 

17.6 percent in 1978. Declines of such a magnitude show that the hidden 
potential is fairly big. If measures are taken to bring in to full play the 
current hidden potentials and strive to raise the economic benefits, the problem 
of securing funds for development of heavy industry can be easily solved. 

Take the case of the Hangzhou steel plant for example. Standing firmly on its 
original foundation and raising the requisite funds itself, over the last few 
years it not only has managed to increase its output by a wide margin but also 
has achieved vastly improved economic results. Over the 3 years from 1974 to 1976, 
it incurred gross losses of 39.6 million yuan. By 1977 it began to make profits. 
In 1978, profits amounting to 19.31 million yuan were realized; in 1979, the profits 
went up to 33.81 million yuan. In 1980, standard coal consumption was over 

6,000 tons less than in 1978 and it reaped total profits of 47.52 million yuan. 
The profits earned over these 3 years equalled the total capital funds of the 
plant. In the whole country there are many heavy industrial plants like the 
Hangzhou steel plant. This illustrates that to depend on the potentials of 
existing plants to solve the problem of capital funds and to enable heavy 
industry to attain a definite growth rate is entirely possible. 


Naturally, the solution of the problem of capital funds depends to a certain 
extent on investments from the state, but at the same time resort may be made to 
funds outside the budget as well as to the savings of the people. At the moment, 
funds within the budget are rather limited or are already earmarked, but funds 
outside the budget are relatively more plentiful than before. The ration of 
outside-budget funds in comparison with inside-budget funds was 16.5 percent in 
1965 but was 50 percent in 1980. In other words, the amount of outside-budget 
funds in 1980 was over 600 percent more than in 1965. Contributing to the outside- 
budget funds, rather large increases were made in the various special funds 
designated for use by the enterprises and in the percentage of profit retention. 
Of these funds, a portion should be available to meet the needs of developing 
heavy industry. Concurrently with the increase in the income of the people, 

the savings of urban and rural residents have also increased substantially. 

At the end of 1976, the gross balance of the savings accounts of residents in 
urban and rural areas was 12.22 billion yuan. At the end of 1980, it was 

27.87 billion yuan. Obviously a portion of such funds can be put to fruitful 
use, Moreover, foreign capital may also be utilized to make up the deficiency 
in capital funds. 


At present, there exists in heavy industry a striking situation which is that 
the equipment of many enterprises is lying idle, that workers in the production 
and capital construction sectors have no work to do but wages have to be paid 
to them just the same, that there is much piling up of raw materials and that 
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the products t at are needed are not being produced. It is said that the 
difficulty here lies in the shortage of orders and that the relevant units 
making use of the goods cannot place any orders because of the lack of funds. 

How io solve this problem needs careful deliberation. It seems that in the 

above circumstances, investment funds should be accorded to the units provided 
there is assurance that economic results can be achieved. This is because, 

of the investment funds, the portion of the payments to be made onraw materials 
and wages must necessarily be met no matter whether the enterprise has gone 

into operation or not whereas the portion of net receipts (taxes and interest) 
constitutes in reality financial revenue to the state. The actual added 
expenses and consumption incurred on account of the addition of the investments 
are, in monetary terms, mainly bonus payments, and, in terms of material goods, 
principally the energy consumed. These two kinds of outlay cannot be compensated 
until after the investment has achieved its economic results. As a general 
principle, if the needed equipment, raw materials, energy supply and labor 

power and the marketability of the products are really available or assured, 

and there is also assurance of achieving the economic results through acquisition 
of the additional means of production, then the units concerned should be provided 
with the additional investments (bank loans will also do). In this way, the idle 
equipment, taw materials, energy supply and labor power of the enterprises can be 
brought back to life. 


Third, let us look at the energy side. At present, the biggest problem in making 
heavy industry maintain a definite growth rate is that it may aggravate the 
existing tense situation in energy supply. But, as already mentioned, if we do 
not make heavy industry maintain a certain growth rate and thereby make it possible 
to carry out the various energy-economy measures, then there is little chance of 
our solving this problem of energy-insufficiency in the near future. Hence, 

we must be firmly determined to squeeze out a definite quantity of energy to 

ensure the development of those departments which can accomplish good economic 
results and can lead to circulation of an efficacious nature. 


At present, there is great potential for economization of energy consumption in 
our country’s national economy. On the part of heavy industry, much can be done 
in this connection. It is also entirely possible to make heavy industry maintain 
a definite growth rate by thus relying on savings in energy consumption. For 
example, in the steel plants in our country, the comparative energy consumption 
rate is 1.2 to 2.8 tons whereas in foreign countries the average advanced level 
is 0.7 to 0.8 tons. In 1978, in the key iron and steel plants in our country, 

on average the overall energy consumption rate was 1.65 tons per ton of steel while 
in the medium-size and small plants the average was 5.318 tons. Moreover, 

in the industrial departments of our country, a large quantity of excess heat 
generated is not being utilized. It is estimated that generation of the excess 
heat in the course of iron and steel production accounted for roughly one-third 
of the fuel consumption while in the case of the chemical industry it is about 

15 percent. In the industrial and communications enterprises of the country 

as a whole, the volume of excess heat generated a year is equivalent to the 
volume of electric power generated by burning 50 million tons of raw coal, yet 





only less than 10 percent of this excess heat is utilized. Hence, the task 
before us now is to perform a good job of savings in energy consumption, 
strive hard to raise the utilization rate of energy, and use the same amount 

of energy to turn out more products. The iron and steel industry is one of 

our country's major energy-consuming departments. Over the past few years 

it has achieved certain results in practicing economy in energy consumption. 

In the 2 years 1979 and 1980, the quantity of energy savings effected by this 
industry in the country was equivalent to some 14 million tons of standard coal. 
Nevertheless, at present the various consumption levels of our metallurgical 
industry are generally still on the high side while much disparity still exists 
between the enterprises and there is still great potential for energy economiza- 
tion. This is also true with other heavy industrial departments. Therefore, 


if only the job of savings in energy is done well, the energy problem can also 
be solved. 


The above relates to the necessity and possibility of heavy industry maintaining 
a certain growth rate during the period of readjustment. We have also mentioned 
some of the measures to be taken in order to achieve this growth rate. In 
carrying out these measures we must prevent and overcome those passive 
phenomena which occurred in the past when we onesidedly stressed the attainment 
of a certain development speed. We must ensure that the measures taken will 
yield better econumic results. It must also be pointed out that we suggest 

the enlivenment of heavy industry and making it attain a certain growth rate 

for the purpose of further implementing the policy of readjusting the national 
economy. Hence, in enlivening heavy industry, we must ensure that the readjust- 
ment of the national economy is benefitted. 


We Must Make Heavy Industry Maintain in Certain Growth Rate But Must Prevent 
Repeating the Phenomenon of Blindly Pursuing High Speed 


While mentioning that heavy industry must have a certain growth rate, we must 
guard against the repetition of blindly seeking a high growth rate. In the 
"resolution on certain questions in the history of our party since the founding 
of the PRC" the party Central Committee said: "In our past economic work, the 
long-standing leftist errors were principally shown in deviating from our 
country's national condition, in surpassing the realm of actual possibility, 

in neglecting the economic results of production construction and of business 
management and operation and in overlooking the scientific basis of the 

various economic plans, economic policies and economic measures, in this way 
resulting in enormous waste, extravagance and losses." This type of leftist 
error is particularly obvious in the strife for an excessively high speed of 
development for heavy industry. As the result of blindly seeking the high- 
speed development of heavy industry, industry squeezed out agriculture, heavy 
industry squeezed out light industry, accumulation squeezed out consumption 

and capital construction squeezed out production and maintenance. At the same 
time, it created a serious imbalance in the proportionate relations within heavy 
industry and naturally caused the curtailment of economic effect. At the moment, 
our task of readjusting the national economy has not yet been completed, the 
internal structure of heavy industry must still be [word indistinct] or readjusted, 
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some heavy industrial enterprises must be closed, suspended, merged, or shifted 
to other production, and the production of certain products must be curtailed. 
While we are enabling heavy industry to maintain a certain growth rate we must 
guard against the formation of the fallacious conception that it is no longer 
necessary to criticize the blind pursuit of high speed, or that the internal 
structure of industry requires no readjustment, or that those enterprises which 
should be closed, suspended, merged, or shifted need not be so closed, suspended, 
merged cor shifted, or that the curtailment of the production of certain products 
is no longer necessary. In a word, on the question of the speed of development 
of heavy industry, we should never repeat the former error of blindly pursuing 
high speed. 


Some comrades are of the opinion that in the readjustment in the early 1960's, 
the speed of development of heavy industry from 1963 to 1965 was fairly high, 
and that therefore in the present readjustment heavy industry should likewise 
attain more or less the same high speed. Our opinion is that due to the 
special characteristics of the present readjustment, it is not fitting to seek 
for heavy industry the same speed of development as that in the years 1963 to 
1965. In the years 1963 to 1965, the gross output value of heavy industry, 
including the energy industry, averaged an annual increase of 14.9 percent. 
This speed was attained first because in the years 1961 and 1962 production of 
heavy industry dropped rather heavily and actually the gains made in the 
subsequent years 1963 to 1965 were more or luss of a recovery nature and second 
because of the rapid rise of the petroleum industry which over these years 
averaged an annual increase of 27.4 percent and thus helped to boost the growth 
rate of heavy industry as a whole. On the contrary, in the current readjustment, 
heavy industry has not suffered any large decrease to begin with and basically 
the problem of recovery does not exist. At the same time, there is little 
chance of any large increases in energy output in the foreseeable future. 


Another viewpoint holds that since the proportionate relations between light 
industry and heavy industry in our country have now obviously been improved, 
the ratio for heavv ‘ndustry should not drop any further and that the focal 
point of the read}. 1t should be shifted to the internal structure of heavy 
industry. We believe that this viewpoint is open to question. At present, in 
our country the growth speed of light industry has already surpassed that of 
heavy industry. In the gross value of industrial output, the ratio occupied 

by light industry has already exceeded 50 percent, and the proportion between 
light industry and heavy industry has obviously improved compared with previous 
years. At the same time, it is extremely necessary to [word indistinct] the 
readjustment of the internal structure of heavy industry but the view that the 
ratio occupied by heavy industry should not drop any further is subject to 
further study. According to this view, light industry and heavy industry should 
both maintain more or less the same growth rate. This, however, overlooks the 
actual situation at present. It overlooks the fact that for a certain period 
it is necessary for light industry to continue to grow at a faster pace. It is 
true that in the last few years light industry has developed swiftly, but up to 
now it still lags behind the needs arising from the development of the national 
economy. For example, a disparity still exists between the supply of consumer 








goods and the available purchasing power of society and a portion of the pur- 
chasing power still canmot be fully utilized. It is for this reason that we 
must grasp light industry tightly and devote the utmost efforts to promoting 
the production of consumer goods. Moreover, it must be noted that currently 
the development of industry is subject to various limitations, particularly 

in regard to energy. We mentioned above that the potentials for energy were 
enormous, but the tapping of these potentials would take time. It is estimated 
that in the consumption of energy, for every 100 million yuan of output value, 
heavy industry exceeds light industry by many times. Consequently, we must 
restrict the supply of energy to heavy industry in order to conserve it for 
light industry to maintain the necessary growth rate. In other words, in the 
present situation of a tight supply of energy, to demand that heavy industry 
must have the same growth rate as light industry would only seriously hinder - 
light industry's development. Besides, readjusting the internal structure 

of heavy industry cannot be separated from the readjustment of the external 
relations of heavy industry and at present only in making light industry grow 
even faster than heavy industry will it be advantageous to readjusting heavy 
industry internally. Therefore, the view that the ratio for heavy industry 
should not drop any further and the view upholding a high growth rate for 
heavy industry are not realistic for the present. 


If we do not fix a high growth rate for heavy industry, will the economic effect 
be lessened? The answer is no, because in so doing we would be reserving a 
margin for effecting an overall balance, and effecting well an overall balance 
is the logical premise for raising the macroeconomic effect. For example, in 
attempting to increase the nation's financial revenue, we should not concentrate 
solely on raising the output value but must also pay attention to lowering the 
cost of production. Indeed, if the cost of production is not lowered, then 
from each increase of 1 percent in the gross value of the national industrial 
and agricultural output, an increase of only 1 billion yuan is made in financial 
revenue. On the other hand, if the cost of production is lowered, and if there 
is economization of expenditure and waste and extravagance are reduced, then 

the increase in financial revenue will be much more. 


To achieve the aim of making the development of heavy industry beneficial to 
raising the economic effect, the central link is to ensure that the increase of 
production in heavy industry should conform to demand. Hence, departments of 
heavy industry should strictly conform to the needs of the national economy 
and strive hard to improve the quality of the products, increase the variety 
of products, lower the consumption rate and reduce the cost of production. 


At present, * still exist the often mentioned phenomena of persisting in 
merely "con ; production, continuing purchasing, continuing making loans 
and continua ockpiling.” In developing heavy industry, we should not 


only prevent the emergence of the above phenomena but also strive to eliminate 
them altogether. At the same time, we must avoid spending a single cent on 
anything which cannot bring any economic results. We must take the road 

of developing the economy by intensive methods. We should desist from following 
the past practice of merely depending on construction projects, or setting up 
new establishments, to expand production, Instead, we should principally depend 
on increasing the economic effect of existing enterprises as a measure to achieve 
the same purpose. 
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in our country, some heavy industrial enterprises have produced good economic 
effect and have collected good experience in raising and improving the economic 
effect. We should summarize and propagate their advanced experience. For 
example, within the machinebuilding industry, the economic effect achieved by the 
Shanghai first bureau of electrical machiner~ is known to be good. According 

to an investigation, in 1980, in the bureau's 324 enterprises under the system 
of ownership by the whole people, every 100 yuan of fixed assets (original 

book value) produced 199.97 yuan of output value, an increase of 98.91 yuan over 
the average figure for all the units under the First Ministry of Machinebuilding; 
the profits realized from every 100 yuan of capital funds were 27.71 yuan, an 
increase of 17.85 yuan compared with the average for the units under the first 
ministry; for every 10,000 yuan of output value, 920 kilograms of steel products 
and 1,576 kWh of electricity were consumed, showing decreases of 210 kilograms 
and 920 kWh respectively compared with the average figures for the first 
ministry; and the labor productivity rate was 19,966 yuan, 9,675 higher than the 
average figure for the first ministry. The experience gained in achieving the 
relatively good economic results was as follows: 1} Full utilization of the 
original industrial foundation but making a rational readjustment of the 
organizational structure, following the principle of specialized coordination; 
over the past 30 years, four relatively major readjustments and reorganizations 
were made, coordination among specialized departments was strengthened, and success 
was achieved in both cases; 2) insisting on taking the road of tapping potential, 
renovating and restructuring; stressing the technological restructuring of the 
old enterprises; and raising and improving the technological level and production 
capacity; 3) continually improving product quality, increasing the number of 
varieties, and reinforcing the competitiveness of the products; 4) strengthening 
of business accounting. Forty-nine units carried out comprehensive business 
accounting, while many units adopted scientific management methods such as cost 
contest, value engineering, and so on. Also, the economic results achieved by 
Shanghai's metallurgical industry have also been relatively good. Over the 

10 years from 1971 to 1980, the profit ratio, except in 1973 when it was slightly 
low, was higher than the average level for the key iron and steel plants through- 
out the country. One of their important experiences was tapping the potentials 
of the existing enterprises. According to newspaper reports, more recently 

the Fushun petroleum plant accomplished the feat of attaining a relatively large 
increase in income receipts even under the condition of insufficient orders and 
reduced production for 2 years in succession. Last year, the volume of crude 
oil processing done by the plant was reduced by 100,000 tons compared with the 
preceding year, but profits increased by 13.3 percent. This year, its processing 
tasks were again reduced by 200,000 tons compared with last year, but from 
January to August its income increased by 3.87 million yuan. All the above 
illustrate that our country's heavy industry has fairly big potential for raising 
the economic effect and that it is fully able to handle the relations between 
speed and economic effect well. 
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INDUSTRY 


MACHINE BUILDING IN TIANJIN DESCRIBED 


HK300938 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 
15 Nov 81 pp 24-26 


[Article by policy research department of the Tianjin Municipal CCP Committee: 
"New Atmosphere Emerges in Tianjin's First Machine-Building Industry During 
Read justment"--passages within slantlines denote boldface type] 


[Text] A new situation has emerged in Tianjin's first machine-building 
industry during readjustment. Besides tractors, vehicles and lifts being 

put into the state plan, the production of other products must be arranged 
according to regulation by market mechanism. Confronted with such a major 
change, Tianjin‘'s first machine-building trade has, for the last 2 years, 
paid attention to the principle of bringing into play the supplementary 

role of regulation by market mechanism and carried out a great deal of arduous 
readjustment work according to the direction of "four services" and under the 
guidance of the state plan. Most of the enterprises have made certain 
achievements in correcting the orientation of service, raising the quality 

of products and intensifying management and administration. 


New Changes in the Structure of Products 


For the last 2 years, they have done a great deal of work in meeting the demands 
of society, expanding the sphere of service and paying attention to changing the ; 
struciure of products. 


/First, enterprises which have a long-term orientation and short-term tasks and 
whose products are marketable are energetically tapping their potential, 

expanding their production, raising the quality of their products, improving 
their service, bringing their superiority into play, developing their products 

in the direction of [word indistinct] and actively finding their way onto 

the international market./ Take the iron oxen "55" tractors as an example. 

The number of these tractors has increased from 8,100 in 1979 to 10,000 this year. 
It is planned to reach 20,000 in 1985, and sets of 55 to 100 horsepower engines 
will be introduced. They have improved the functions of the tractors in accordance 
with the requirements of the users, and will produce new 4-wheel drive tractors 

to meet tle requirements of the mountainous regions. Last year their welding 
electrodes were verified as standard welding electrodes for ships by Lloyds 
Shipping Company of England. This year the shipping inspection organizations 
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of seven countries, namely, the United States, France, Norway, West Germany, 
Britain, Japan and China have jointly verified that the quality of the welding 
electrodes is up to international standards. There are 30 such kinds of 
superior products in the whole trade. In 1981, the output value of such 
products will be 550 million yuan, which accounts for 34 percent of that of 

the whole bureau. More than 100 main factories and subsidiary factories produce 
these 30 kinds of products. They account for 40 percent of the total number 

of enterprises in the whole bureau. Stressing the development of these 

30 kinds of products will enliven large numbers of enterprises and will 
orientate nearly half of the enterprises. 


/Second, enterprises which have a long-term orientation but insufficient short- 
term tasks have taken up processing and service work and produced various kinds 
of products to meet the requirements in various aspects./ 


1) While improving and promoting the quality of old products, large enter- 
prises which have a comparatively strong technological contingent are actively 
finding their way toward production of second and third category products to 
contribute efforts to equipping the light and textile industries. The Tianjin 
first machine tool factory is China's key énterprise for producing gear 

machine tools. Im the past, it mainly served the car, tractor, metallurgical, 
mining and aviation industries. Its products were in the shortest supply. 

Since 1979, due to having insufficient production tasks, it has taken up manu- 
facturing precision, large-scale, key and special equipment urgently needed by 
the knitting, woolen spinning, carpetmaking and sewing-machine producing under- 
takings. In starting to produce second and third category products, this factory 
follows the following three principles: first, similar structure, close workman- 
ship and rational economy; second, bringing into play the factory's superiority 
in equipment and technology and taking up the jobs of manufacturing difficult, 
precision and large-scale complete sets of equipment to avoid "contending" with 
small factories; third, combining the immediate problem of "eating" with the 
orientation of long-term development. 


2) Enterprises which concentrate on the production of one kind of product, which 
have insufficient production tasks and which contend strongly with undertakings 
of the same line are carrying out the promotion and substitution of their old 
products, They are striving to reach advanced levels at home and abroad to 
raise their competitiveness, find and occupy markets. Over 200 enterprises 
throughout the country produce transformers. In general they have insufficient 
production tasks. By referring to the products made in Italy and made by 
Siemens of West Germany, the Tianjin transformer plant has succeeded in trial- 
producing transformers of a new structure, and their loss when not under any 
load is 40 percent lower than the standards set by the state. It has been 
appraised by 29 units throughout the country that such transformers have the 
strong points of reasonable structure, good function, low loss and remarkable 
economic efficiency. The State Economic Commission has made an investment of 
400,000 yuan in the transformer plant for the expansion of production. 


3) Some medium and small-sized enterprises which are for universal use, which 
are capable of forming complete sets of equipment and which can adapt themselves 
to different situations have brought into play their strong points of being 
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mobile and flexible and carried out on a large scale the principle of picking 
up what is abandoned and supplementing what is forgotten. They are very 
active in enlivening production and meeting the demands of the people. Some 
of the enterprises have organized themselves to develop production in series 
and carry out supply in series; some actively supply series of products and 
accessories for the light and textile industries and are willing to contract 
for large-scale repairs of equipment; some actively serve the people's 
livelihood and produce mechanical, electrical and metallurgical products for 
everyday use which are urgently needed on the market. Take the general machine 
company as an example. In the past, each enterprise carried out the production 
of "machines, pumps and valves" independently. They could not supply complete 
sets of equipment. Last year, coordination in carrying out the production of 
complete sets of equipment and integrated management were organized among 
various enterprises to develop the production of complete sets of equipment on 
individual machines and the production of complete sets of equipment on groups 
of machines. In only a half a year, they undertook to complete 13 series of 
projects in fresh storage of fruit and vegetables, cold storage of freshwater 
fish and cold storage for biological control. 


4) Enterprises which are good at specialized production, which have certain 
technological conditions, which can produce good quality products and which 
can supply more than what is needed domestically are actively finding their 
way onto the international market, expanding their exports or producing 
products which can be substituted for imported goods. From 1979, the Tianjin 
standard parts factory began to export its standard parts to the United States, 
Japan, West Germany and Singapore. DZ13 automatic switches produced by the 
low-voltage switch factory are required in large quantities by foreign markets. 
Every year 1.5 million switches will be exported. In addition, trial-export 
for alternating and direct current motors, diesel generating units, industrial 
boilers and machinery sealing parts began to be carried out in 1980. Some 
enterprises are duplicating imported equipment. The functions of latent oil 
electric pumps made by some units have surpassed the level of imported equipment. 


/Third, enterprises which have no long-term orientation nor short-term production 
tasks are searching for production outlets and shifting to production of new 
products./ Originally, the Tianjin rectifier factory only produced electrical 
components. They had incurred losses for several years and nearly stopped its 
production. During readjustment, it took them more than a year to study and 
produce charges ranging from 6 amperes to thousands of amperes for use in the 

car industry and communications and transportation; various power supplies for 
electroplating used in industry: and dozens of new types of equipment including 
electrified fences for use in agricultural modernization. The range of 

products went up to 64, which was a 500-percent increase over the total number in 
the 8 years since the founding of the factory. As a result, the enterprises 
gained profits. Among these enterprises. those which have extremely bad conditions 
should shift to other types of production or merge with other factories in the 
light of specific conditions. 
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New Development in Raising the Level of Coordination Among Specialized Depart- 
ments in Forming Complete Sets of Equipment 


In the past 2 years, the first machinebuilding system has developed integration 
in various aspects in accordance to specific needs. Their methods are as 
follows: 


/1) Carry out reorganization and integration around the "fist" products./ For 
instance, the small-sized machine tools for instruments and meters produced by 
the machine tool factory for instruments and meters are the main equipment 

in light industrial production. For many years, such machine tools have been 
in short supply. In order to expand production capability, the first machine 
building bureau decided to integrate the 6th machine tool factory with machine 
tool factory for instruments and meters to produce precision and high-efficiency 
complete sets of machine tool equipment required by the undertakings that 
produce wristwatches, clocks, sewing machines and electronics. This integrated 
factory will gradually develop into a large-scale key enterprise that produces 
machine tools for instruments and meters. 


/2) Organize coordinated networks according to specialized production./ One 
hundred fifteen factories can supply complete sets of machines of type-130 
heavy-duty trucks. A comparatively complete coordination network has been 
formed. The percentage of self-assembly is over 90 percent. 


/3) Organize division of labor for products and form seriation of products./ 
Tianjin's hydraulic presses occupy a certain position in our country. But it 
is necessary to improve their quality and increase their variety of designs 
so that seriation of products can be formed. Therefore, the first machine- 
building bureau has appropriately divided the work in the factories that 
produce forging equipment as follows: the Tianjin heavy-duty machinebuilding 
factory produces heavy-duty machines, the Tianjin forging machine tool factory 
mainly produces large-sized hydraulic presses and the Tianjin No 2 forging 
machine tool factory mainly produces small-sized hydraulic presses. The bureau 
is also planning to develop the production of machinery presses in the 
Tianjin No 2 machine tool factory. 


/4) Start to break away from the situation of duplicate production stemming 
from "small and complete" and “large and complete” and develop the specializa- 
tion of skills./ In the past 2 years, they have mainly paid close attention 

to the specialization in electroplating and heat treatment. The bureau 
originally had 43 electroplating factories and units. These factories and units 
were scattered, their technology duplicated, their equipment was backward and 
pollution was serious. In over a year, 19 points have been abolished. Of the 
existing 24 units, 3 are to be developed, 18 are to be retained for transitional 
use and 3 are to be abolished within this year. The bureau now has 187 heat 
treatment units, of which 10 are to be developed into coordinated units, 80 are 
to be retained for transitional use and 97 are to be abolished within a definite 
time. In this way, the number of heat treatment installations may be reduced 
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from 1,200 to 800, and the installed capacity from 63,000 kilowatts to 
48,000 kilowatts. The utilization rate of equipment will be 50 percent 
higher than at present. 


/S) Integrate sales./ The Tianjin machine tool factory has joined the market- 
ing service company organized by machine tool companies from 16 regions. They 
sell products on each other's behalf, exchange information and act as agents 
for each other to handle daily routine to avoid having a surplus of salesmen. 
In addition, integration among different regions and throughout the country is 
also developing. For instance, there is the North China Generating Joint 
Company participated in by generating equipment plants, the electrode corpora- 
tion organized by over 40 electrode factories throughout the country, the 
electric wire and electric cable corporation, the battery corporation and the 
insulating material corporation. 


New Advance of Technological Level 


Tarough regulation by market mechanism, leaders of some enterprises have come 

to understand that competition of products is in essence competition of science 
and technology. Some enterprises and companies have reorganized their techno- 
logical contingents. Some technical personnnel are responsible for the present 
production, some are studying new products and carrying out technological lay-up. 
Take the Tianjin rectifier plant as an example. There are 16 personnel in this 
plant. Of the 16 personnel, 2 are still responsible for the production of old 
products, and the rest have shifted to the study and manufacture of new products. 
In 1 1/2 years, they designed, trial-manufactured and produced 50 kinds of 
marketable electrical equipment and achieved remarkable economic effect. From 
1979 to 1980, the general machinebuilding factory arranged the production of 

25 new products. But they did not have sufficient production tasks, and their 
technological preparations (design and technology) could not meet the demands. 
They began to combine with the Beijing municipal research department in designing 
and manufacturing highly efficient purifiers. In only a few months, they 
succeeded in producing seven sample machines. They have already been technically 
examined and are recognized as advanced equipment of great value. High- 
temperature and high-pressure annular dyeing machines produced on a trial basis 
by the Tianjin power engine plant were designed by the Tianjin knitting research 
department by referring to foreign sample machines. The drawings of the machines 
were submitted in April this year, and in July the sample machines were produced, 
Seven machines will be produced this year, and 20 next year. Seldom before has 
any factory been able to go into production so soon after the design stage. 


Under the unified leadership of the Tianjin Municipal Economics Commission, the 
first machinebuilding bureau has organized technical personnel to investigate 

and study the present state and renewal orientation of the light and textile 
industries of the municipality. Through negotiations, they have confirmed 

61 projects of 1,010 technologically advanced installations (sets of installations) 
for the light and textile industries. After the realization of these projects, 
Tianjin's light and textile industries will technologically reach a new 

height. 
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In combination with the formulation of the Sixth Five-Year Plan, the first 
machinebuilding bureau has decided to develop scientific and technological 
projects to promote the modernization of technology in the machinebuilding 
industry. In scientific research, the bureau is to break through the three 
key links of the use of calculators, the technology in hydraulic pressure 
and test methods, lay stress on the popularization of 20 new skills and 
techniques, do a good job in promoting the 10 main basic parts and strive 

to lay a good technological foundation in the Sixth Five-Year Plan period to 
accumulate efforts for the large-scale development of production in the 
Seventh Five-Year Plan period. 


Some Progress in Improving and Strengthening Management and Administration 
of Enterprises 


The market's requirements for products are as follows: a variety of designs 
and colors, small batches, good quality, prompt delivery and even on-the-spot 
delivery of goods. In order to meet these requirements, some enterprises 
have carried out a series of forms in undertaking management and administra- 
tion, planning management and technological management, and management work 
has improved. 


/First, strengthen market investigation and forecasting./ In the past 2 years, 
by analyzing historical records, many enterprises have found out the law of 
marketing. They have extensively visited the users, understood what is actually 
needed and participated in various meetings to keep abreast of market develop- 
ments. By collecting economic information through a distribution network, they 
have supplied a basis for consolidating the old market and finding their way 
onto the new one, for regulating the structure of products by taking from the 
long [goods that are in excessive supply] to make good the short [goods of which 
there is a shortage] and for firmly grasping the opportunity for production and 
marketing. They have prevented blindness in production and made the products 
marketable. In this way, they have made profits. Take the Tianjin electric 
furnace factory for example. In the early period of last year, it signed 
contracts for only 87 furnaces, which accounted for merely 13 percent of the 
whole year's plan. By analyzing the historical records of how the products of 
the factory were marketed, they succeeded in finding out the major marketing 
places and units. They went to these places to hold exhibitions and visited the 
users. So the number of furnaces ordered increased to 850. Besides satisfying 
the production of that year, they were able to take up the tasks of producing 
100 furnaces. 


/Second, operational and marketing work has been strengthened./ Both the bureau 
and enterprises have set up and strengthened operational and marketing organiza- 
tions, filled out the contingent of salesmen, changed sitting business into 
traveling business and actively carried out sales work. In 1979, the products 
of the Tianjin electric company were seriously stockpiled. In 1980, they sent 
out representatives and set up 80 agent offices and 687 coordination units 
throughout the country. In this way their products were able to have a definite 
market and their production was stabilized. 





/Third, management methods have been improved./ In 1980, the Tianjin trans- 
former factory was seriously lacking in production tasks. They understood that 
only by producing marketable, good quality and inexpensive products, could 

they live with the competition. Therefore, they rectified and improved enter- 
prise management work. 1) They strengthened basic work, constantly raised 

the quality of products and met the demands of the users. 2) They strengthened 
their work in planning and guaranteed the users against late delivery. Thus 
they enjoyed the trust of the users. 3) By using the method of “seeing is 
believing,” they went out to investigate and invited some users to express 
their views. So the users trusted them. For over a year, they have constantly 
invited users from over 200 units to visit the factory to obtain a profound 
understanding of the production characteristics of the factory. 4) They have 

on their own initiative established links with the design departments to enlist 
their support. For over a year, they have visited more than 20 design 
institutes and established regular contacts with them. Some have signed long- 
term negotiated contracts for design and manufacture, closely coordinated 
design, manufacture and utilization and further expanded the range for marketing. 


The preliminary results achieved in Tianjin's first machinebuilding industry 
during readjustment have proved that they have found out some specific orienta- 
tions and paths for advance during readjustment. They will continue to go 
forward from a new starting point. 
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CONSTRUCTION 


INDEX SYSTEM FOR ASSESSING ECONOMIC EFFECT OF INVESTMENT 


HK310808 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 11, 20 Nov 81 
pp 43-48 


[Article by Yin Bingxia [3009 0393 0204]: "An Enquiry Into the Index System 
for Assessing Economic Effect of Investment in Capital Construction"] 


[Text] Looking back at the economic construction history of our country in the 
past 32 years, we feel that for lack of experience in building socialism and 
for errors of guidance, we paid, in many cases, quite a high price for learning 
from our mistakes and we made some detours. In this regard, one of the major 
topics on which we hold convergent views is that the investment in capital 
construction has failed to yield good economic effect. 


There are many reasons accounting for the unsatisfactory economic effect of the 
investment in capital construction. One of the main reasons lies in the current 
index system for assessing the return on investment in capital construction, 

which is imperfect and unscientific, and has given rise to a series of problems: 
while defining the size and details of a capital construction project, we did not 
give due consideration to deliberations on technical and economic aspects of the 
proposal, we did not give due consideration to the work which should precede 

the capital construction project. As a result, we were unable to select and define 
appropriately the best capital construction proposals; when a capital construction 
project was in progress, we were unable to find out promptly existing problems, 
neither were we in a position to assess and ascertain the performance of the 
units engaging in the capital construction project so as to take necessary steps 
to achieve better performance; when a capital construction project had been 
completed, it proved to entail heavy losses and much waste. In short, there 

are definitely a few drawbacks in the index system used up to now, of which the 
amount of investment is the principal index. The investment amount index can 
neither reflect the utilization of funds, nor the yields on funds. A project 
which is satisfactory from the viewpoint of investment amount does not necessarily 
produce great economic effect, for very often the completed investment project 
conceals idle fixed assets and circulating funds, thus implying waste which 

is not to be underestimated. When the index system of which the investment 

amount is the predominant index is used to assess the economic eifect of a capital 
construction project, the unit engaging in the project is often induced to lay 
stress on spending money and this results in waste and overstocking of materials 





56 





required for capital construction. Therefore, we have to find out an effective 
way of assessing the economic effect of investment in capital construction, which 
is to replace the present one. 


The economic effect of a capital construction project means the ratio between 
the investment in the project and the increase in production capacity or social 
benefits, which is brought about by the fixed assets, either built or purchased. 
The economic effect of a capital construction project is reflected not only 

in the course of construction, but also in the course of production once the 
project has been completed and put into production. 


The term, economic effect of investment in capital construction, has to be 
interpreted in a broad sense. It includes the economic effect of investment 

in individual capital construction projects, the economic effect due to 
investment in departments producing goods and materials as well as the economic 
effect due to the contribution to expanding reproduction of the national economy 
as a whole. Thus it includes not only microeconomic effect, but also macro- 
economic effect. We have to take into account not only the economic effect 

of the investments in departments producing goods and materials, but also the 
economic effect of the investments in departments producing consumer goods 

and in nonproduction departments. Moreover, to assess the economic effect of 

a capital construction project from any one angle alone cannot sufficiently 

nor objectively reflect the reality. For instance, when we only endeavor 

to lower the cost of a project, its quality usually tends to be poor; when we 
only endeavor to reach the investment quota, there is usually considerable 
waste of materials. Therefore, an index system should be worked out to assess 
the economic effect of investment in capital construction. Only in this 

way can we assess the overall economic effect. But how shall we set up the 
index system for assessing the economic effect of investment in capital con- 
struction? What indices should be included in the index system and what index 
should be the principal one? 


In my opinion, both from the angle of the national economy as a whole and from 
the angle of individual construction projects, the "time index" should be taken 
as the principal index for assessing the economic effect of investment, because 
the amount of labor consumed in any capital construction project is always 

used within a period of time, and is closely related to the time factor (for 
instance, the time limit for a project). Thus, it is of great significance 

to shorten the duration of construction and to speed up the pace of construction 
if we aim at achieving better economic effect of investment in capital construc- 
tion. To strive for effective investments means to strive for maximum economic 
effect while reducing investment amount and time to a minimum. That is why I 
propose to set up an index system with the time index as its principal index. We 
regard "time" as the principal contradiction in assessing economic effect. 

This is based on the following reasons. 


1. Due to the giant strides made in modern science and technology, products 
become Obsolete more and more quickly. According to the data available, 

about 30 percent of the technological means of foreign industries has been phased 
out in the past 10 years due to obsolescence. If a project cannot be completed 
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within 10 years, with the lapse of time, it will become backward by the time 

it is completed and put into production, even if at the time of taking the 
investment decision, this project is an advanced and necessary one, is for 

the purpose of introducing new technology, developing new products or 
expanding production capacity of short line [products that are in short supply] 
products. As a result, the backward products, once manufactured, will become 
a drag on the national market and will not be able to get a footing on the 
international market. If the project is meant to catch up with and surpass 
world levels, then we may expect not only bad economic effect, but also a bad 
political impact; if the project takes in foreign funds or is a joint venture, 
delayed completion will incur expensive interest charges and even indemnities 
as well. Therefore, if the time concept is neglected in a capital construction 
project, no ideal economic effect can be expected. 


2. Marx said: "The closer the time of turnover (of capital) is to zero or about 
zero, the greater will be the function of the capital, the higher the productive 
efficiency of the capital and the greater its self-reproduction." (Marx: 

DAS KAPITAL, People's Publishing House, 1975 Edition, vol 2, » 142) This thesis 
is not only applicable to capitalist society, but also holds true in socialist 
society. If the circulating capital of an industrial enterprise can be turned 
over only once a year, then it receives profits only once a year. If the rate 
of turnover per year is tripled, then profits will go up by 200 percent, 

provided that the profit margin per unit output remains the same. The rate 

of turnover of circulating capital depends on many factors, such as market- 
ability of products, competitiveness of products in respect of both quality 

and quantity, the level of management and administration of factories, and the 
extent to which workers’ enthusiasm and creativity are mobilized. In the event 
that the above-mentioned factors are the same, there is no way to draw a parallel 
between the profits of a small factory of which the mechanization stands at a low 
level and the profits of a big highly mechanized factory. In enterprises with a 
high level of organization, the time required for producing a unit product is 

of course shorter than in less well organized enterprises and therefore the 
turnover of products is faster, and consequently, the speed of turnover of 
circulating capital is higher. So, to a very large extent, the speed of 
circulating capital turnover depends on the capacity of the fixed assets to 
expand reproduction and on the speed at which the fixed assets may expand 
reproduction. Moreover, if a unit manages to strengthen its organizational 
constitution quickly, it will be able to raise its production efficiency as well, 
thus, the unit value of the commodity produced by this unit will be lower than 
the social value of the commodity, the superprofit obtained by this unit will 
grow very fast. Therefore, the duration of construction and the time required 
for the fixed assets to come into play have great effects on the economic effect 
of investment. 


3. Irrational freezing of capital construction funds when a capital construction 
project is under construction (that is, suspension of construction, funds lying 
idle because construction falls behind schedule) and the subsequent additional 
expenditure on maintenance and overheads (such as costs of upkeep of equipment 
and buildings, overheads and wages incurred by the unit in charge of construction, 
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wages paid to the workers of the unit under construction, additional expenditure 
on training apprentices due to protraction of training period) will also affect 
the economic effect of investment and give rise to waste in investment. Great 
waste implies poor economic effect of investment and the amount of waste is 
determined by the duration of construction. 


Besides, with regard to investment in capital construction, capitalist countries 
and socialist countries alike have to consider how soon they will be able to 
get back the capital invested and try to get it back as soon as possible. But 
investors in capitalist countries, while elaborating a construction project, 
are always guided by the principle of maximizing profitability, that is, 
obtaining the greatest possible surplus value and supersurplus value with 

the least possible capital, while although socialist countries also take into 
account what profit an investment will yield, they attach more importance 

to two other aspects: whether the investment project is in line with the basic 
economic laws of socialism, whether it will meet the growing demands in the 
material and cultural life of society as a whole. In other words, we should 
strive for good return on investment not only from the viewpoint of value, 

but also from the viewpoint of use value. Therefore, to firmly grasp this 
principal contradiction when a project is in progress may not only accelerate 
the repayment of the funds invested in capital construction, but also make 

the project produce its social and political effects more quickly. 


4. Our national economy taken is a mechanical entity, in which all the sectors 
are closely interrelated and every sector or trade is a link in the process of 
social reproduction. Malfunction of a certain link will often affect the whole 
process of social reproduction. This holds true especially in production 
sectors, where poor economic returns on investment in capital construction at 
any link will more or less impede the other links from obtaining good results. 
Take the textile industry for example, delay in completing weaving mill projects 
will adversely affect the economic effect of cotton mills on one hand, and those 
of dyeing and printing factories on the other hand. The good or bad effects 
resulting from such interrelations cannot be reflected by the value index or 
material index used to assess the economic effect of investment. In a planned 
and proportionate economy, the effects of such interrelations are more evident. 
Therefore, in a planned economy, a system which uses the time index as the 
principal index for assessing investment results has a special part to play. 


5. Capital construction is not limited to productive capital construction, it 
also covers capital construction of a circulating nature (such as transport 

of goods, trade, purchase and storage) and capital construction in sectors not 
directly involved in production (such as public health, public utilities, housing, 
and so on). Although nonproductive construction cannot be used directly for 
production, it reflects the aim of socialist production. It fulfills the function 
of raising the level of the working people's material and cultural life. While 
satisfying the working people's various needs, it will not fail to give an 

impetus to production development. Therefore, whether from the angle of the 

basic economic laws of socialism, or from the angle of the law of planned and 
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proportionate development, or from the angle of the law of value, nonproductive 
capital construction is a must. But in nonproductive sectors, capital con- 
struction will not give rise to multiplication of value. Thus, the index 
system of which the time index is the principal index is not suitable for 
assessing nonproductive construction projects, of which the economic effect 

of investment are, therefore, hard to assess. 





6. Im the index system of which the investment amount is the principal index 

or in the other index systems, many indices are closely related to and dependent 
on the time index. For instance, project costs which are the value index 

in an index system of assessment seem to have little to do with the time index, 
but in fact depend largely on the time index. The shorter the time for 
completing a construction project is, the less the expenditure or overheads 

and wages, the smaller the overstocking, idle funds and waste, and the lower 

the project costs. Inversely, the project costs will be higher. Therefore, 

the time index plays a leading role. 


7. If the index system of which the time index is the principal index is used 

by the various parties involved in a capital construction project (such as 
providing funds, materials, labor se-vices, equipment production, communications 
and transportation, construction and installation, urban construction) as a guide- 
line for concluding contracts and assessing the economic effect of the investment 
in this capital construction project, this will give full play to the economic 
lever, will act as a check on or put an end to overstocking, idle funds and 

waste, and Will fully mobilize the enthusiasm and subjective initiative of all 

the parties engaging in the capital construction project. As a result, better 
economic effect of investment will be achieved. 


Finally, we would like to point out that according to a large number of surveys, 
delay in completing construction projects has caused more serious waste than all 
other factors. According to a calculation, if all the capital construction projects 
of our country are 1 year behind schedule, then the losses due to the expenditure 

on all kinds of wages paid during the capital construction alone will amount 

to 5 billion yuan. According to the statistics available, since the "Great 

Cultural Revolution” the time for project construction has been, in most cases, 
doubled or tripled compared with the 1950's. We can imagine how serious the 

waste is. 


Therefore, only if we firmly grasp “time” as the principal contradiction, using 
at the same time the other indices as auxiliary means of assessment, may we 
effectively assess the economic effect of investment in capital construction. 
Once the scale of capital construction is fixed, the index system should comprise 
the following indices. 


The indices for assessing the economic effect of investment from the macro- 
economic viewpoint are: 


1) Construction cycle, the formula for which is: "construction cycle” equals 
“number of projects actually under construction in the current period” divided 
by “number of projects actually put into production in the current period” (A) 





The construction cycle formula contained in the index system that the national 
Statistics bureau has proposed for preliminary discussion is: 


“Construction cycle” equals “planned total amount of investment in projects 
under construction” divided by “actual amount of investment in a year” (B) 


In the same index system, the formula in which construction cycle is obtained 

by comparing project numbers (this is, formula (A)) is an auxiliary index of 
assessment. In my opinion, we should invert the order of importance, taking 
formula (A) as the principal index and formula (B) as an auxiliary one, 

because the economic effect of investment in capital construction will be 

known only after a project has been completed and put into production, while 

the actual amount of investment cannot reflect how much production capacity 

has been formed. If the planned total amount of investment remains unchanged, 
then the construction cycle will appear very short when the actual amount of 
investment is very large. However, it is possible that the investments making 
up the actual amount of investment are nothing but projects which are not 
completed and have not formed production capacity. It is also possible that 
much of the investment is wasted and none of it or only some of it has formed 
production capacity and has started to yield results. In both cases, ve 

may say there is no concrete economic effect, or the economic effect is poor, 
although the actual amount of investment is very large. Therefore, the construc- 
tion cycle which is obtained by comparing the two amounts'of investment cannot 
accurately reflect the economic effect of investment. The disadvantages outweigh 
the advantages when the two amounts of investment are used to calculate the 
construction cycle, especially in the case where there is no clear-cut delimita- 
tion of the economic responsibility that the unit in charge of construction 

is to assume if construction falls behind schedule. When the ratio of the 

two numbers of projects is used to reflect the construction cycle, once projects 
are completed and put into production, there will be concrete economic effect, 
irrespective of the size and number of these projects and notwithstanding the 
incidence of the size of the completed projects (namely, upon completion, large- 
scale projects and small-scale projects will yield a different economic effect). 
Therefore, formula (A) is more accurate than formula (B), when they are used 

to assess the economic effect of investment. Moreover, to a certain extent, 

the rate of utilization of the fixed assets, which is an index for assessing 

the economic effect of investment, may be replaced by the denominator of the 
formula which uses the two numbers of projects completed and put into produc- 
tion. Therefore, I propose that number of projects, instead of amount of 
investment, should be used to reflect the construction cycle. 


It is essential to refer to the construction cycle. If we refer to this index, 
we will be able to find out more promptly the problems existing in capital 
construction so as to take effective measures accordingly. This index of 
assessment can be used not only for compiling statistics but also for assigning 
planned targets so as to stimulate the department in charge of capital 
construction and all the other parties concerned to better performance. 
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2) Coefficient of the economic effect of investment, the formula for which is: 


“Coefficient of economic effect of investment” equals “increase in total 
financial revenue due to the capital construction in a certain period” divided 
by “total amount of investment in capital construction during the same period” (A) 


Some comrades propose that the formula for calculating the coefficient of the 
economic effect of investment should be: 


“Coefficient of economic effect of investment" equals “increase in the national 
economy due to capital construction” divided by “total amount of investment 
in the capital construction of material production sectors” (B) 


I feel that it is not quite appropriate to use the national income as the 
formula's numerator, for two of the items making up the national income--wages 
and welfare funds--are not necessarily related to the amount of investment 

in capital construction. To put it in a concrete way, an increase in the 
amount of investment in capital construction will result in expanding the 
reproduction of the fixed assets in two ways: on one hand, the increase in 
the quantity of the fixed assets and on the other hand the change in the 
quality of the fixed assets. Wages and welfare funds tend to increase when 
the fixed assets increase, but do not vary in accordanc? with the change in 
the quality of the fixed assets. Besides, even if there is no increase in 
the amount of investment in capital construction, under certain conditions, 
wages and welfare funds can also be augmented. Therefore, it is not quite 
appropriate to use the national income as the numerator of the formula for 
calculating the coefficient of the economic effect of investment. Financial 
revenue is better suited to the purpose, for there is a more direct and close 
relationship between the increase in financial revenue and the increase in 
the amount of investment in capital construction. 


On the other hand, neither is it appropriate to use the total amount of invest- 
ment in the capital construction of material production sectors as the 
denominator. If the assessment is made from the angle of the national economy, 
then the denominator of the formula shwuld include not only the amount of 
investment in material production sectors, but also the amount of investment 

in nonmaterial production sectors. Otherwise, the numerator and the denominator 
will be out of alignment, and therefore cannot be used for comparison. If the 
investment in nonmaterial production sectors is not included, then this index 
can only be called the coefficient of the repayment of capital, instead 

of the coefficient of the effect of investment. 


In the index system proposed by the national statistics bureau for preliminary 
discussion, the investment in the fixed assets of the whole society is used 
as the denominator of the index called the coefficient of the economic effect 
of investment. In my opinion, this does not seem logical either. In fact, 
not all the money invested in capital construction can result in formation 

of fixed assets. As a matter of fact, in the past 30 years, only two-thirds 
of the investment in capital construction has become fixed assets, while, 
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according to the analysis made by the departments concerned, as much as one-fourth 
of the amount of investment was purely and simply wasted. Therefore, the 
coefficient of investment effect using the investment in the fixed assets of 

the whole society as a denominator does not always reflect reality. 


In formula (A), we use the total financial revenue, instead of the financial 
revenue as its numerator, and use the total amount of investment instead of 
the amount of investment, as its denominator, because we have taken into 
consideration a number of factors which are yet to be expounded. First of 

all, there is the factor of time. It always takes a period of time for a 
capital construction project to get started and completed. The further a project 
is delayed, the greater the amount of money invested in it will be. As far as 
the present fund allocation system is concerned, due to the effects of some other 
factors, the value of funds allocated to an investment differs according to 
whether the funds lie idle or keep circulating. Once funds lie idle, their 
value will never change. On the other hand, when funds keep circulating, the 
extent to which their value grows is a function of time. In the case of 
granting loans, if a sum is lent for another year, additional compound interest 
has to be paid for that year; the longer a loan term is, the higher the yearly 
compound interest and the greater the accumulative total will be, thus higher 
expenditure will be required to obtain the same results. Moreover, only after 
a capital construction project has been completed and put into production, 

will it start bringing financial revenue. To start production, we need not 
only fixed assets, but also circulating funds which includes wages for labor 
force and funds for purchasing subjects of labor, and so on. The problem of 
having and spending time also concerns circulating funds. Second, there is 

the factor of extent. Apart from the funds allocated by virtue of the 

state budget, the funds for capital construction investment should also include 
funds raised by local authorities, the part of funds that enterprises set aside 
as depreciation reserves to replace worn out or obsolescent capital, bank 

leans as well as funds obtained through other channels. Only in this way may 
reality be reflected more adequately in all its aspects. Therefore, in 

formula (A) the total amount of investment instead of the amount of investment 
is used as its denominator. Since the time factor also has its effects on the 
size of yields, we should consider financial revenue as a variable. Therefore, 
in formula (A) the total financial revenue, instead of the financial revenue, 
is used as its numerator. 


The coefficient of economic effect has great significance in assessing invest- 
ments. This index cannot only reflect the overall economic results of invest- 
ments in capital construction, but also reveal probiems according to how the 
coefficient of investment effect varies. In addition, this index can be used 
to direct the capital construction of our country toward obtaining good 
results. To speak in concrete terms, if the total amount of investment is 

in direct proportion to the total financial revenue, then the economic effect 
of investment is good. If the total financial revenue grows at a greater 

pace than the total amount of investment, that is, if the coefficient of 
investment effect becomes bigger, then the economic effect of investment is 
even better. But if the total amount of investment is in inverse ratio to the 
total financial revenue, then we may conclude that the amount of investment in 
capital construction has not formed production capacity (for instance, if there 
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are buildings but no equipment for a factory, or the equipment available is 
incomplete) or in the case of formation of production capacity, the economic 
effect of investment is poor, because the production capacity cannot be brought 
into play for the following reasons: work which should precede capital con- 
struction has been overlooked, technological and economic feasibility studies 
have been neglected, lack of electricity, water, raw materials, lack of 
conditions for making complete sets of equipment, lack of sales outlets. 


3) Number of years for the return on investment of capital, the formula for 
which is: 


"Number of years for the return of investment on capital" equals "total amount 
of investment in capital construction within the period of a plan" divided by 
"fresh revenue from taxes and profit upon completion and putting into production 
of capital construction projects." 


Some comrades feel that the part of the profit retained by industrial enter- 
prises should be deducted from the profit appearing in the denominator, arguing 
that it is not logical to include the part of profit retained by factories, 

for this part is in fact not turned over to the state. In my opinion, there 

is no harm in deducting the profit retained by factories, as long as the 

number of years for the repayment of capital is regarded as a statistical index. 
But if it is used for assigning planned targets, then the turnover of state 
funds will be hampered and the efforts made to encourage enterprises to good 
management will be somewhat thwarted, for the repayment of capital will take 
more years when the profit retained by factories is deducted. Since the 
assessment of the economic effect of investment in respect of capital construc- 
tion ought to be employed as a positive instrument, instead of a negative one, 
it would be better to include the retained profit. The number of years for the 
return on investment of capital is a very important index in assessing the 
economic effect of investment in material production sectors and it is not 

in the interest of the state to prolong the time required for the return on 
investment of capital. In capitalist countries the index showing the number of 
years for the return on investment of capital is often regarded as an important 
criterion tor selecting construction projects. Due consideration should be given 
to this index in socialist countries as well, provided that the basic economic 
iaws of socialism are not contravened. 


Apart from assessing the economic effect of investment from the nacroeconomic 
angle, we should likewise attach great importance to the economic effect of 
investment in individual construction projects. From the microeconomic angle, 
the indices for assessing the economic effect of investment are: 


1) Duration of construction, the formula for which is: 


"Duration of cons*ruction” equals “amount of investment in a construction project 
spent in construction and installation” divided by “'overall labor productivity 
of the unit in charge of construction’ multiplied by ‘number of persons engaging 
in construction’” 








The duration of construction of a project runs from the time when the project 
is started up to the time when it is put into production or available for use, 
provided that all the raw materials, parts, equipment and other materials 
indispensable for the unit to carry out and complete the project are supplied 
in a normal way and provided that conditions of construction (such as supply 
of water and electricity, and so on) are normal. A delay in completing a 
project will adversely affect the normal production of many other departments 
and units concerned. On the other hand, such delay will also adversely 
affect the economic effect of investment of a series of related projects. 
Therefore, the duration of construction is an important index to refer to 
while assessment is being made. 


If this index is meant for assigning planned targets, then in the formula, 
the numerator will become the budget amount of investment and the denominator 
will become the ‘average highest labor productivity of the units in charge of 
construction working in a district or in the whole country' multiplied by the 
‘number of persons provided for in the plan,’ instead of the ‘overall labor 
productivity of the unit in charge of construction’ multiplied by the ‘number 
of persons engaging in construction.’ In this way, units in charge of 
construction will be encouraged to strengthen management and to make progress 
in mechanization. 


If this index is meant for compiling statistics, then the numerator will hecome 
the amount of investment appearing in the final accounts and in the denominator 
the ‘overall labor productivity of the unit in charge of construction’ and the 
‘number of persons engaging in construction’ will become the ‘actual labor 
productivity of the unit in charge of construction'’and the ‘number of persons 
actually engaging in construction’ respectively. 


2) Newly added production capacity per unit investment, the formula for which is: 


"Newly added production capacity (or results) per unit investment” equals "value 
of newly added fixed assets in a certain period" divided by "total amount of 
investment in capital construction during a certain period” 


We can refer to this index while comparing construction projects and while 
assessing the economic effect of investment. When this index is used for 
assessment, the greater the newly added production capacity per unit investment 
is, the lower the cost of construction and the better the economic effect of 
investment. 


3) Rate of utilization of newly added fixed assets, the formula for which is: 
"Rate of utilization of newly added fixed assets" equals "value of the newly 
added fixed assets formed in the current year" divided by “actual amount of 


investment of the current year" multiplied by 100 percent. 


For an investment in capital construction to yield results, fixed assets and new 
production capacity must be formed and put into use first. In a period of 
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time, a higher ratio between the value of newly added fixed assets and the 
amount of investment in capital construction reflects a higher speed of con- 
struction, a shorter duration of construction and earlier returns on investment. 


Investment in capital construction is expected to yield economic effect which 
is not only great and fast, but also good and economical. For the purpose of 
achieving great, fast, good and economical results, it is essential to make 
assessment and inspection as well. Therefore, we should refer to, apart from 
the above-mentioned indices, some other economic indices which play an 
auxiliary part: 


1) Quality of work. If a project fails to come up to our expectations because 
of poor quality of work, then the economic effect that the investment in the 
project yields is not good, even if the duration of construction is short and 
the cost of construction is fairly low. That is why we should also refer to 
this index. . 


2) Cost per unit output. This refers to the cost per unit output when production 
has started. If a project requires a small amount of investment, but is likely 

to entail very high production costs in the long run, then this project is still 
to be rejected. 


3) Amount of work due, which is the mirror of the pace of construction. When 

a project is under construction, it is necessary to refer to this index frequently 
so that we may promptly revise the assignment of funds as well as the details 

of the project, or take steps to strengthen some weak links in due course. 


Basically we believe that the index system with the time index as its principal 
index and with the nine above-mentioned macroeconomic and microeconomic 

indices as its components appears to meet the requirements of assessing how great, 
fast, good and economical the economic effect of investment in capital construc- 
tion is. Therefore, it would not be necessary to refer to other indices. 


CSO: 4006/206 
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CONSTRUCT ION 


BRIEFS 


PLANT AGREEMENT--Tokyo, 30 Nov KYODO--Hitachi Shipbuilding and Engineering Co. 
has recently signed an agreement with China's Shoudu Iron and Steel Co. for 
construction of a blast-furnace top pressure recovery turbine power plant, the 
Japanese company said Monday. The Osaka-based company did not disclose the 
contract amount, but industry analysts estimate it at about dollar 3.7 million. 
The plant will be built at a steel mill in Beijing to start operation by the 
end of 1982, a Hitachi shipbuilding spokesman said. This is the third contract 
of its kind the Japanese company has concluded with a foreign client, he added. 
[Text] [O0W041203 Tokyo KYODO in English 0800 GMT 30 Nov 81 OW] 


Cso: 4120/1008 


67 





DOMESTIC TRADE 


NEI MONGGOL ISSUES CIRCULAR ON COMMODITY SUPPLIES 
SK301000 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 29 Dec 81 


[Excerpts] On 26 December, the Nei Monggol Autonomous Regional People's Govern- 
ment issued an emergency circular to urge localities and departments concerned 
throughout the region to earnestly do a good job in providing commodity supplies 
for new years and the Spring Festival and to resolutely deal blows at illegal 
activities disrupting the markets. 


In order to do a good job in this regard, the circular sets forth the following 
measures for departments concerned in fulfilling their tasks: 


l. It is necessary to strengthen propaganda and education work. In conjunction 
with current political study, leading comrades in the people's government should 
take the lead in conducting propaganda work and education on the economic situation 
among the broad masses of staff members and workers and in refuting rumors as soon 
as they spring up. 


2. It is necessary to resolutely implement the guidelines issued by the State 
Council in regard to stabilizing commodity prices. The retail price of products 
turned out by the state enterprises and of commodities at the state commercial 
firms should not be raised arbitrarily or in a disguised form as long as the 
State Council and the regional people's government have approved it. 


3. It is necessary to strengthen market management in a timely manner. Earnest 
efforts should be made to implement the regional provisions on market and material 
control and resolutely block any illegal purchase and panicbuying of commodities 
in short supply, as well as illegal commodity deliveries and resale these 
commodities at higher price. 

4. It is necessary to strictly check the arbitrary release of bonuses. Resolute 
efforts should be made to implement the provisions issued by the State Council 
and the regional people's government. 


5. It is imperative to supply comrodities which are urgently needed for markets 
and to enable the people to purchase goods they really need. 
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In conclusion, the circular notes: In order to succeed in realistically 
stabilizing commodity prices in markets during new years and the Spring Festival, 
the people's governments at all levels should immediately go into action to 
organize industrial-commercial administration, price-control, commercial, 

supply and marketing, grain affairs, bank and credit cooperative departments 

to carry out all-round inspection on commodity prices, market management, 
material supplies and bonus releases according to the above-mentioned measures. 
Problems should be corrected or dealt with as soon as they have been exposed. 


cso: 4006/218 
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DOMESTIC TRADE 


BRIEFS 


NEI MONGGOL MINORITY TRADE--The regional work conference on trade and production 
of minority articles was held from 30 November to 6 December in Hohhot. 

Kong Fei, chairman of the region, and Li Binsan, vice chairman of the region, 
attended the closing ceremony for the conference. The conference urged 
localities to do a good job in trade and production of minority articles because 
it is a key link in promoting the economy, strengthening the unity of the 
peoples of different nationalities and consolidating the political situation. 
The region has 130 plants and factories specialized in producing minority 
articles. There are now over 150 varieties of minority articles. The supply 

of minority articles has also improved. [SK132200 Hohhot Nei Monggol Regional 
Service in Mandarin 1100 GMT 12 Dec 81 SK] 


HEILONGJIANG PRICE INSPECTION GROUP--The Heilongjiang provincial general price 
inspection group--headed by governor Chen Lei and with deputy governor Hou Jie, 

Ni Wei, vice chairman of the provincial people's congress Standing ne 

and Tang Liandi, vice chairman of the provincial CPPCC committee serving as deputy 
heads--will visit Nenjiang, Hejiang and Mudanjiang prefectures to conduct price 
inspection during the period around the Spring Festival. The general group - 
convened a plenary meeting on 24 December at which deputy head Hou Jie arent 

the group's decision to conduct price inspection and the aims of the — on. 
{Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 29 Dec 81 SK] 


RETAIL TRADE ASSOCIATION--Guangzhou, 23 Dec (XINHUA)--A large general merchandise 
retail store trade association of China was set up recently by 11 big department 
stores in Beijing, Tianjin, Shanghai, Guangzhou, Nanjing, Chongqing, Xian, 

Harbin and Wuhan. Members of the association will exchange commodity information, 
help supply each other's needs and jointly order goods, sponsor sales exhibitions 
and render joint services. For example, customers purchasing TV sets, washing 
machines and refrigerators may have them repaired in any one of the 11 stores. 

So far 22 factories have promised to supply the members of the association with 


100 kinds of above-plan products valued at 22 million yuan (RMB) in 1982. [Text] 
[Beijing XINHUA in English 0706 GMT 23 Dec 81 OW] 
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COMMERCE MINISTRY CIRCULAR--Beijing, 16 Dec (XINHUA)--The Ministry of Commerce 
ott 14 December issued a circular to the commercial departments of all provinces, 
municipalities and autonomous regions urging them to pay special attention to 
such unhealthy practices as arbitrarily mixing fine-grade commodities with 
poor-grade commodities for marketing. Aside from calling on the wholesale and 
retail enterprises at all levels to improve management and maintain closer 
contacts with the production units to provide the consumers with fine-grade 
commodities at lower prices, the circular also points out that the commercial 
departments at all levels should take effective measures in dealing with the 
letters and visits from the masses regarding the question of mixing fine-grade 


commodities with poor-grade ones. [Beijing XINHUA Domestic Service in Chinese 
0800 GMT 16 Dec 81 OW] 


CSO: 4006/218 
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FOREIGN TRADF 


COOPERATION AMONG ECONOMIC SECTORS REPORTEDLY INCREASES EXPORTS 
Guangzhou GUANGZHOU RIBAO in Chinese 12 Nov 81 p l 


{Article by Chen Yushan [7115 5148 1472], Chen Ziren [7115 1311 0088] and Ma Guilin 
[7456 2710 1380]: "Take the Path of Integration To Enliven Foreign Economic Work. 
Municipal Chemical Industry Bureau Starts Transprovincial Integration of Similar In- 
dustries, Integration of Industry and Trade, and Integration of Industry and Business 
in Three Channels For Promotion of Tremendous Increase in Exports of Chemical In- 
dustry Products. During First Nine Months of This Year Output Value Increased 26 
Percent Over Same Period Last Year") 


[Text] The Municipal Chemical Industry Bureau has used the province's advantageous 
conditions to institute special policies and flexible measures, starting a tri- 
channel transprovincial integration of like industries, an integration of industry 
and trade, and an integration of industry and business to make foreign economic work 
more and more lively. 


Last year output value for the Chemical Industry Bureau was somewhat more than 32 
million yuan, a 49.7 percent increase over the previous year. Export items were of 
56 kinds, more than double that of the previous year. During the first 9 months of 
this year, output value of the bureau's exports amounted to somewhat more than 29 
million yuan, a 26 percent increase over the same period last year. The number of 
kinds of goods increased to 59, some new lines being added. 


Since last year, this bureau has acted in vigorous coordination with the Municipal 
Department of Chemical Industries and other provincial and municipal departments 
concerned to open multilateral integration of channels to expand exports of chemical 
industry products. 


First it organized a transprovincial internal combination of chemical industry plants. 
In April last year, Guangzhou's chemical industry and rubber plants organized a com 
bined foreign trade cooperative network of similar industries in 13 cities including 
Changzhou, Shenyang, Qingdao, Wuhan, Nanjing, Haerbin, Shashi, Changchun, Dalian, 

Xian, Chongqing, Hangzhou, and Taiyuan. Next they formed an “Industry and Trade 
Combined Organization” with Guangdong Provincial foreign trade units to act on behalf 
of various import and export businesses and to expand the planned export of foreign 
goods. This year, the Guangzhou Municipal Chemical Industry Bureau has acted on 

behalf of the chemical industry bureaus of the 13 cities including Changzhou to 

sign export contracts for eight chemical industry products including sodium bicarbonate, 
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concentrated bleach, and caustic soda, exporting a total of more than 3,000 tons 
valued at more than $2 million. In this way not only was the Guangzhou Municipal 
Chemical Industry Bureau's foreign trade work enlivened, but new channels of foreign 
trade were opened for the chemical industry bureaus of 13 cities. 


Second was institution of an integration of industry and trade. In the past, in- 
dustry has been concerned with production, and foreign trade has done business, one 
having nothing to do with the other to the detriment of expansion of exports of pro- 
ducts. Since last year, the Guangzhou Municipal Chemical Industry Bureau has taken 
the initiative to make studies in concert with foreign trade units, to exchange in- 
formation on the chemical industry production situation and the supply and demand, 
price, and foreign exchange situation in foreign chemical markets and to analyze 
products one by one, increasing the number of products that can be supplied for ex- 
port from the former 20-some to more than 100. With the strengthening of industry 
and trade integration the country has earned more foreign exchange, more foreign 
trade business has been done, and industrial plants have increased production and 
increased earnings to kill three birds with one stone. For example, this bureau 
learned that export of synthetic camphor was more profitable than export of natural 
camphor, so it initiated consultations with the Provincial Native Products Export 
Company to reduce exports of natural camphor, and expand production of synthetic 
camphor. As a result, synthetic camphor exports increased from 150 tons annually 
to 250 tons. During the first 9 months of this year, 247 tons have been exported. 


Third was expansion of integration between industry and business. Through the use 
of processing of imported goods, compensatory trade, and cooperative ventures in 
flexible and diverse means of using imports to support exports, this bureau expanded 
integration between industry and business. For example, the People's Chemical 
Plant's main product, sodium silicate, improved in quality and enjoyed great demand, 
but soda ash, the main raw material in the production of sodium silicate, was in 
short supply inside China and thus the plant was unable to make the most of its 
production capacity. Subsequently, this plant joined with a company in Hong Kong 
for the processing of imported materials. It imported soda asi: from Hong Kong; the 
plant processed it into sodium silicate, and exported it. Within little more than 
a year, it increased foreign exchange earnings for the country by more than 
HK$600,000, and profits increased commensurately. In addition, this bureau has made 
application to higher authorities to set up the "Guangzhou Chemical Industry Import- 
Export Technology Development Company” in order to further expand integration between 
industry and commerce, thereby causing a rather great growth in the export of 
Guangzhou's chemical industry products. 
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FOREIGN TRADE 


STATE OFFICIAL REPORTS ON IMPORTING FOREIGN TECHNOLOGY 


OW27138 [as printed] Beijing XINHUA Domestic Service in Chinese 0034 GMT 
23 Dec 81 


[Excerpts] Beijing, 23 Dec (XINHUA)--This reporter recently interviewed a 
responsible person of the State Administrative Commission on Import and Export 
Affairs on the question of how to integrate imported foreign technology with the 
technological reform of our own state enterprises. 


The responsible person said: One of the ten principles for economic construction 
proposed by Premier Zhao Ziyang at the fourth session of the Fifth NPC is 

“actively and steadily reform our economic system and realize the initiative 

of all concerned to the full.” According to the guidelines of Premier Zhao Ziyang's 
report, although we should mainly reply on our own strength, the utilization of 
foreign capital and the import of advanced technology as needed are also important 
means in promoting technological reform. 


The responsible person of the State Administrative Commission on Import and Export 
Affairs pointed out: At present, some people maintain that the less foreign 
technology we import, the more self-reliant we are. These people have dared not 
emancipate their thinking nor have they actively imported advanced foreign 
technology, particularly since the time when the set equipment we imported caused 
some mishaps. Their viewpoint is wrong. The exchange of products we are best 

at manufacturing for things we lack is precisely a manifestation of self-reliance. 
We must not let ourselves be bound by the outmoded idea of self-sufficiency but 
must embrace a broader view of global strategy and integrate our country's 

vant material and manpower resources with the huge international market, thereby 
finding a better way for our development. In other words, we must be daring and 
good at using foreign trade as an important means for expanding international 
trade, importing advanced technology and building up our weak links, thereby 
giving a new life to and raising the efficiency of our national economy. We must 
therefore emancipate our thinking, actively implement the central authorities’ 
open door policy and do a good job in utilizing foreign capital and importing 
foreign technology. 
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FOREIGN TRADE 


BRIEFS 


JAPAN-PRC SILK TALKS--Tokyo Dec 19 KYODO--A two-day meeting on Japanese imports 
of Chinese raw silk ended here Saturday without reaching agreement, officials 
said. Under an earlier agreement, Japan was supposed to import 15,000 bales of 
raw silk from China during fiscal 1980, ended last March 31. One bale weighs 
60 kilograms. Japan has so far failed to implement the accord because of a 
slump in domestic demand for raw silk. Officials said the Chinese pressed 
Japan during the two-day talks at the Foreign Ministry to start importing part 
of the agreed volume within this year. They said the Japanese side explained 
the domestic slump and sought Chinese understanding of Japan's plan to buy part 
of the 15,000 bales before March next year. Japanese delegates also explained 
that Japan now has a half year's inventory of raw silk. The Chinese expressed 
reluctance, asking that Japan set a deadline for importing the entire 

15,000 bales, the officials said. Japan also reportedly indicated that it 
wanted to drastically reduce the volume of raw silk imports for fiscal 1981. 
But the Chinese contended that Japan should first carry out its commitment 

for fiscal 1980. The negotiations are expected to resume in January. [Text] 
[0W191037 Tokyo KYODO in English 1028 GMT 19 Dec 81) 


JAPAN-PRC COAL AGREEMENT--Tokyo Dec 25 KYODO--An agreement has been re.ched to 
set the price for Chinese coking coal shipments to Japan in 1982 at dollar 61.75 
per ton fob, up dollar 1.15 over the 1981 price, industry sources said Friday. 
In negotiations under way in Tokyo over the past two weeks, Japanese steelmakers 
resisted an initially proposed dollar 2.40-per-ton markup, the sources said. 

The Japanese claimed coal prices are stabilizing on world markets, with last 
year's tremendous surge toward steaming coal around the world no longer in sight, 
they said. The compromise price hike compared with the dollar 12.50 markup the 
Japanese accepted for 1981 Chinese shipments. Negotiations will resume next 
March on prices for supplies from two new Chinese mines, the Hegan and Luling 
mines. Under a Japan-China trade agreement, Chinese shipments are to rise to 

2 million tons next year, compared with an estimated 1.2 million tons actually 
supplied this year. Tbe figure consists of 900,000 tons of Kailuan coal, 
400,000 tons of Zaozhuang coal, 300,000 tons of Hegan coal and 400,000 tons of 
Luling coal. The markup, the first the Japanese have accepted for coking coal 
shipments from abroad next year, is expected to serve as a benchmark in forth- 
coming negotiations on supplies from Canada, Australia and other sources. [Text] 
[OW250436 Tokyo KYODO in English 0309 GMT 25 Dec 81] 
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JAPANESE STEEL--Tokyo, Dec 25 KYODO--China has ordered an additional 73,000 tons 
of ordinary steel products from Japan, bringing the total for the first half 

of 1982 to 782,000 tons, industry sources said Friday. The additional order 
followed by nearly two months an agreement in Beijing on shipments of 

709,000 tons of cold rolled sheets, tinplates, hot coils and other rolled 

steel products during January through June. There are indications that the 
China National Metals and Minerals Import and Export Corporation is coming up 
with still more additional orders, bringing the total volume to over 1 million 
tons. [Text] [0W250456 Tokyo KYODO in English 0412 GMT 25 Dec 81] 





— — 


BELJING FOREIGN TRADE CONTRACTS--Beijing, 1 Jan (XINHUA)-—-Beijing signed 112 
contracts involving compensatory trade and processing and assembly for foreign 
firms in 1981. Processing fees were 41 percent over 1980, imported equipment 
rose 4.1 times and export goods through compensatory trade 7.9 times, according 
to the city’s general corporation of foreign trade. These contracts covered 
such items as light industrial and textile products, native products, animal 
by-products, arts and handicrafts, jewelry, carpets, mechanical equipment and 
electronic techniques. An official of the city's foreign trade corporation 
said this type of trade relations helped Beijing enterprises tap potential in 
production, improve technology, raise quality and increase production and 
exports. The several thousand enterprises in Beijing, he said, were willing 
to engage in more compensatory trade and processing and assembly for foreign 


firms on basis of equality and mutual benefit. [Text] [Beijing XINHUA in English 
0223 Qt 1 Jan 82 OW] 


SHANGHAI SHIP EXPORTS--Shanghai, 23 Dec (XINHUA)--In the past years Shanghai 
has contracted with foreign clients for the construction of over 50 ships 
totaling more than 500,000 tons, which are worth 440 million U.S. dollars, 
according to municipal authorities. The ships included four 12, 300-ton 
container ships for Peter Dohle Schiffahrts Corporation of the Federal Republic 
of Germany. Other ships were floating cranes, bulk carriers and dredgers for 
Japan, Poland, Romania and Hong Kong. Never before had Shangha!, China's 
biggest shipbuilding center, built so many ships for foreign customers, said 
the authorities. In addition to building ships for overseas clients, Shanghai 
has designed ships jointly with shipbuilding companies of Japan and Denmark. 
Shanghai now has 20 shipyards, which furnish nearly half of the national output 


of ships in terms of tonnage. [Text] [Beijing XINHUA in English 0235 GMT 
23 Dec 81 OW] 


ZHEJLANG EXPORT TRADE--The total export of Zhejiang's local enterprises has 
jumped from WO percent last year to 67 percent of the provincial total this 
year. The silk cloth and light industrial products company and other export 
firms in grain, edible oil, textile goods, hardware and many other products 
have all independently promoted their own export with heartening results 

and have established trade relations with 113 countries and regions. The 
province's import-export companies can now directly sign contracts with 
foreign firms. This has greatly facilitated the province's export trade. 
|\Hangzhou Zhejiang Provincial Service in Mandarin 0400 GMT 26 Dec 81 OW] 
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ZHEJIANG EXPORT PRODUCTS--By the end of November, Zhejiang Province had 
procured 1,782 million yuan worth of export products, accounting for 
105.9 percent of the state plan. Over the years, the province's foreign 
trade departments have loaned 83.8] million yuan to 393 enterprises in 
producing export products. Moreover, they have also coordinated with the 
Bank of China in using more than $40 million in foreign exchange loans on 
projects related to the manufacture of export products. Now 144 such 
projects have been commissioned and are yielding good results. [Hangzhou 
Zhejiang Provincial Service in Mandarin 1040 GMT 22 Dec 81 OW] 
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LABOR AND WAGES 


EFFORTS TO SOLVE UNEMPLOYMENT EXAMINED 
Xian SHAANXI RIBAO in Chinese 22 Nov 81 p 1 


[Article by Xue Qian [5641 6197]: "Broaden Avenues and Enliven Economy For Real 
Solution to Urban and Town Employment Problems; Provincial CCP Committee and Pro- 
vincial Government Convene Work Conference on Labor Employment") 


[Text] From 16 to 19 November, The Shaanxi Provincial CCP Committee and the Shaanxi 
Privincial People’s Government held a provincial conference on labor employment. 
More than 70 people attended the conference. They were leadership comrades from 
committees, offices, and bureaus concerned from varicus prefectures, municipalities 
and the province, and from prefectural and municipal labor bureaus. Provincial CCP 
Committee Secretary and Provincial ‘vernor, Comrade Yu Mingtao [0060 2494 3447], 
Provincial CCP Committee Secretary «ad Deputy Provincial Governor Comrade Jiang Yi 
[1203 0061] attended the conference. Comrade Yu Mingtao made a summary report. 


During the period of the conference, everyone diligently studied pertinent regulations 
from the CCP Central Committee and the State Council pertaining to labor employment, 
unanimously agreeing that the Party CCP and State Council regulations penetratingly 
explain a major policy problem of strategic significance in China's socialist modern- 
ization, and point the direction to solution of urban and town labor employment. 


The province's work in labor employment has won remarkable achievements with the 
serious attention and guidance of CCP committees and government at all levels. As 

of the end of September this year, more than 526,000 urban and towns people awaiting 
employmert, and educated youths sent down to the countryside, have been placed. 
Virtually all people from cities and towns awaiting employmerit in most cities and 
counties since before 1979 have been placed. Some people awaiting employment in 1980 
have also been placed. 


The conference noted that urban and town employment work bears on the personal well- 
being of the masses of people, bears on the stability and unity of the country and 
on building the four modernizations, and is a major problem effecting the overall 
situation. The fundamental means of solution lies in development of production and 
the burgeoning of the economy. To this end, it is necessary to resolutely carry out 
the Central Committee's co-existing programs for diversified economic forms and 
diversified economic components, readjustment of the industrial structure and the 
structure of ownership, and promotion of development of the national economy to open 
broad avenues of labor employment. In view of the actual situation in Shaanxi 
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Province, attention should presently be given to providing employment through develop- 
ment of collectively owned consumer goods production, various service trades, and 
travel endeavors. It is necessary, as well, to encourage and support those awaiting 
employment to find jobs for themselves and to engage in individual economic activities 
that do not exploit the labor of others. 


The conference called upon relevant units at all levels including labor, public 
finance, grain, business, tax, industrial and commercial administration, urban con- 
Struction, and real estate management to adopt a positive attitude for resolute and 
rapid change in the former way of doing things that existed in some places of dis- 
criminating, limiting, attacking, and swallowing up the collective economy and indi- 
vidual economic activities. They should substitute the use of policies that guide, 
encourage, help forward, and sustain. Pertinent past regulations should be regularly 
conscientiously re-examined and specific methods for reforming them put forward. 
Political units, industrial units, and mass organizations at all levels should 
coordinate action, shouldering the responsibility they should bear for development 
of the collective and individual economies. 


The conference also noted a need for vigorous strengthening of propaganda and edu- 
cation to improve understanding among the broad masses of cadres and people of the 
important position of the collective and individual economies in cities and towns, 

and a need to raise the social and political position of collective staff and workers 
and of individual laborers, and to gradually increase the economic remuneration that 
goes with it, and to establish a workers’ insurance system in order to eliminate 
apprehensions on the part of cadres, the masses and those awaiting employment. 
Leadershin cadres at all levels, in particular, must implement the party's policies, 
and educate and support their own children and relatives in being happy to participate 
in the collective and individual economies. 


The conference also emphatically pointed out the need to vigorously strengthen 
leadership of urban and town labor employment work. CCP committees and government 

at all levels must set up strong leadership and working bodies, and most important 

is that leadership cadres must act personally, clear away all kinds of obstacles, and 
diligently solve problems. In particular, serious attention should be given the 
strengthening of labor service companies, and the building of service stations for 
genuine shouldering of the job of overall planning and guidance of employment work 
tasks, and for planning of training in advance of employment in order to meet the 
needs of developing various kinds of constructive endeavors. 


Comrades attending the conference expressed, one after another, the need for further 
study of the most recent regulations from the CCP Central Committee and the State 
Council on labor employment work, and the study and formulation of truly workable 
actions to be taken. In accordance with the call from this conference, there should 
be genuine implementation of all programs and policies to produce a new situation 

in the province's labor employment work. 
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LABOR AND WAGES 


ENTERPRISES INSTITUTE WORKERS’ CONGRESSES 
Guangdong Enterprises 
Guangzhou NANFANG RIBAO in Chinese 26 Oct 81 p 1 
["Guangdong Enterprises Institute System of Workers’ Congress") 


[Text] About 40 percent of the enterprises in municipalities and counties in Guangdong 
where industrious are concentrated have set up workers’ congresses. In Foshan, 
Jiangmen and Zhanjiang municipalities, 80 percent of the industry and communications 
enterprises have instituted the system. The provincial conference on industries and 
communications has called on all industry and communications enterprises to set up 
workers’ congresses and to strengthen democratic management of enterprises. 


The provincial conference on industries and communications passed on and discussed 
the decision of the nationwide symposium on democratic management of enterprises, and 
summed up and exchanged the experiences in democratic management of enterprises in 
our province. As born out by practice in various parts of Guangdong, the system 

of workers’ congress has produced very good results in bringing the enthusiasm of 
workers as masters into play, in stimulating enterprise production, implementing 

the economic responsibility system, regulating the contradictions within enterprises, 
and strengthening the administrative command of factory directors. For example, 

all the important reforms had been fully discussed at workers’ congress before they 
were carried out by the Nanfang Food Products Factory: this system ensured smooth 
progress of the reforms. The Foshan Steelworks worked out an economic contract plan 
after it switched to production of metal furniture. The plan was discussed by shop 
directors many times and they agreed that the quota was set too high for a contractor. 
Later, the steelworks held a workers’ congress, at which delegates discussed the 

plan with the werkters and, after making careful calculations and exploiting potential, 
the delegates worked out in three days contract plans for shops, teams and groups. 


But, on the whole, democratic management of enterprises is still backward in our 
province. The greater part of enterprises, particularly a large number of major and 
medium enterprises and even some units experimenting with expansion of powers have 

not instituted the system of workers’ congress, and those units that have instituted 
the system with success are not large in number. The conference called on all industry 
and communications enterprises that have not instituted the system, to set up workers’ 
congresses step by step. Those enterprises that have set up workers’ congresses 

were called upon to bring the role of workers’ congress as the power apparatus into 





play. Workers congresses should take the four modernizations as the central task, 
grasp the theme of correctly handling the contradictions among the people, seriously 
resolve the urgent problems, perform some good deeds for the workers, conscientiously 
uphold state policies and decrees, and carefully and firmly play their part as 
democratic supervisors. Democratic election of grassroots leading personnel may be 
gradually put on an experimental basis, and conditions should be created for democratic 
election of factory directors. The special economic zones should conscientiously 

study and settle the questions of whether and how to institute the system of workers’ 
congress among jointly operated enterprises and private enterprises and how to 
strengthen mass supervision. 


Shanghai Enterprises 


Shanghai WENHUI BAO in Chinese 16 Oct 81 p 1 


[Article by staff correspondnet: "Shanghai Enterprises Institute the System of 
workers’ Congress") 


\Text| Statistics compiled by the municipal trade union council indicate that more 
than 80 percent of the enterprises owned by the whole people under the 12 bureaus in 
the systems of industries and communications, and the staff office of defense industry 
and one-third of the municipal bureaus in the finance-trade system have instituted 

the system of workers’ congress under the leadership of party committees. These 
workers’ congresses have played an active part in running enterprises and promoting 
production, 


The workers’ congresses for many units exercised their democratic right, heightened 
workers’ sense of responsibility as masters, brought the enthusiasm of the masses 
into play and promoted development of production. The Shanghai Smeltery set a record 
production level last year. This year, relying on the workers’ congress they imple- 
mented plans for increasing production and income. The scrkers' congress roused the 
workers to make careful calculations, exploit potential, suggest measures for improv- 
ing quality and lowering the level of consumption and ens, ce new growth in enterprise 
profits this year. 


Through workers‘ congresses some units formulated factory discipline and regulations 
and raised workers’ level of political consciousness in observing discipline and laws. 
Three years ago, discipline was lax, accidents were endless, economic losses were 
suffered, and production was chaotic at the Zhonghua Shipyard. After establishment 

of the workers’ congress, worker delegates in conjunction with management checked 
labor discipline and safety in production, took part in examining and deciding some 
important problems facing the enterprise, discussed and drew up a series of rules 

and regulations, giving a powerful impetus to the reorganization of the enterprise 
with the result that the shipyard has undergone conspicuous changes. At a recent 
workers’ congress, the Shanghai Cotton Mill No 12 made a democratic assessment of 

61 administrative cadres through secret ballot and at a symposium, and cited those 
cadres who achieved good records in their work and showed a good style. The congress 
pointed te the shortcomings on the part of some cadres and sharply criticized a few 
cadres who were irresponsible in their work, promoting them to improve their style 

of work. 
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Relying on the masses, many enterprise workers’ congresses took improvement of workers’ 
welfare benefits as an important topic and enthusiastically solved some problems. The 
Shanghai Diesel Engine Plant and other enterprises attached great importance to the 
proposals made by the workers’ congress concerning welfare benefits and labor protec- 
tion, and adopted resolutions to carry out all the proposals that were reasonable 

and feasible. The plant did 30 good things for the workers--building workers’ quarters, 
rebuilding canteens, and renovating playground? This roused the enthusiasm of workers. 
Some enterprises brought plans fcr allocating bonuses and living quarters to the workers’ 
congress for examination and implementation, to the satisfaction of the worker masses. 
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LABOR AND WAGES 


POUR SKILLS, IDEOLOGY, DEDICATION OF YOUNG WORKERS DECRIED 
Shanghai JIEFANG RIBAO in Chinese 19 Nov 81 p l 


[Article by Correspondent Qi Li [7871 4539]: "Having Old Workers Pass on Experience 
is an Urgent Matter; Temporary Shortage of Operating Skills in City's Plants and 
Enterprises” ] 


[Text] There are fewer and fewer old workers on the frontlines of industrial pro- 
duction in Shanghai. Making full use of available old workers and arranging to 
have them pass on skills to young workers has become an urgent matter. Unless inm- 
portance is attached to this matter, the healthy growth of the new generation of 
workers will be seriously impaired. 


Shanghai is China's old industrial base, and middle age and old workers used to form 
the majority in the ranks of staff and workers. During the past several years, 
however, the exchange of old workers for new has been faster than at any other 

time. Most of the old workers from before the time of Liberation and the 1950's 
have retired, the main body of the staff and worker corps having become young 
people. Survey shows that old workers from the period before Liberation who are 
still on the frontline of production number only about 4 percent. Old workers still 
on the job who went to work between the time of Liberation and 1957 also number only 
about 6 percent. However, young workers who began work in industrial plants after 
1970 number more than half, a majority of them having gone to work during the past 

3 or 4 years. Quite a few plant teams and groups no longer contain any old workers. 
As old workers continue to retire, they will become fewer and fewer. 


fhe youthfulness of the staff and worker corps has a good side too. For the most 
part, young workers are full of vime and vigor; they are willing to learn, and they 
readily accept new things. Among the new workers there have emerged a large number 
of forward looking people who dare tw think and dare two do, who work to get ahead, 
and who dig into and master new techniques. However, since a large number of youths 
went to work in industrial plants during the 10 years of upheaval and during the 
past several years, the “large influx and large outflux" as the new replaced the 
old, plus failure to give close attention to ideological work, have resulted in a 
great decline in both ideological and technical levels. At the Shanghai Thermos 
Bottle Plant, four years ago the grade of worker skills averaged better than 4; 
today it has declined to 3. The ideological, qualitative, and technical leveis of 
numerous young workers are a long way from being able to meet the needs of building 
the four modernizations. In addition, problems prevailing in the systems of 
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assessment and promotion in enterprises, no difference whether one does much or 
little, or whether work is done well or poorly has hurt the enthusiasm of many young 
people for studying techniques and becoming well-rounded. As a result the situation 
of a temporary shortage of skills has become very prominent. 


Since the founding of the People's Republic, Shanghai's industrial production has 
developed quickly, old workers playing an important role in this. The fairly large 
number of old workers with fairly high levels of skills was one of the advantages 
Shanghai possessed. The old workers had a long period of education by tle party, 
and had rather strong feelings about the differences between the new and old 
societies. Their own destinies and the party's cause were closely interlinked; in 
their approach to the party and the country, in their approach to enterprises and 
the collective, and in their approach to daily work and life, they embodied the 
superior qualities of the working class. Old workers were familiar with production 
routines; they had abundant practical experience; and they were a major force in 
enterprises maintenance of technical levels. 


Aside from intensification of the technical education of young workers, the most 
realistic and most effective way of solving the problem of temporary skill shortage 
is to rely on old workers to pass on their skills. At the present time, numerous 
enterprises are not attaching sufficient importance to having old workers pass on 
their skills, and two mutually contradictory situations exist. First, because the 
skills of young workers are fundamentally rather inadequate, when a great deal of 
precision is required in production, or when jobs are very demanding, they fall on 
a small number of old workers, who are thus unable to discharge their responsibility 
or have no way of training young people. The other is contradictory situation is 
that most of the old workers have poor eyesight and not a great amount of energy, so 
cadres intending to “look after" them, frequently transfer them to ancillary jobs 
on the second line of production. The result is that they become separated from 
the frontline, and their skills are not used the way they should be. One plant 
allowed the only grade 7 boring machine operator in the plant to tend an old sawing 
machine. The workers said; To have a highly graded old master do the work that 
even an unskilled person could do is to waste great talent on petty matters. How 
to solve these problems satisfactorily is a matter that will brook no delay; other- 
wise, once the present old workers have all retired, the workers’ skills will con- 
tinue to fall with serious consequence for good production in the future, and the 
industrial base that Shanghai is will be in danger of losing its advantage of 
possessing fairly high levels of skills. The old workers see this problem very 
clearly, and they are also very concerned. One old worker said: No matter how 
brilliant an engineer's design, it must finally still pass through the hands of a 
skilled worker before the blueprint becomes an article. Unless serious attention 
is given the training of young workers’ operating skills, how can production get 
any better? 


The organization of old workers to transmit ideology to transmit skills, and to 
transmit a work style to young workers is both necessary in order to improve the 
quality of the corps of staff and workers, and necessary in order to make the most 
of the advantages of Shanghai as an old industrial base. In order to do a good job 
of this, it is necessary that leaders first give it serious attention. Leaders at 
all echelons should fully appreciate the serious situation of a temporary shortage 
of skills, turn this into an effort to rescue skills, and place it in an important 





position designating specific people responsible for it. Secondly, the long stand- 
ing bad practice of “cating out of a large common pot” in the management of enter- 
prises has to be overcome. All who learn skills well should be given commendations 
and rewards, and there should be a system of prompt assessment and promotion in- 
stituted gradually to arouse the enthusiasm of young workers to learn skills. At 
the same time, the work of available old workers should be so arranged that they 
will have sufficient time and energy to demonstrate skills, run technical classes, 
and specialize in training apprentices. Those who make outstanding achievements 

in the training work should be given commendations and rewards and should, in 
accordance with regulations pertaining to selection, be selected as advanced pro- 
ducers and labor models. 
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GENERAL 


CHINA'S STATUS AS SCIENTIFIC SOCIALIST COUNTRY DEFENDED 
Nanjing XINHUA RIBAO in Chinese 10 Nov 81 p 3 


[Article by Liu Yu [0491 6877]: “Is New China's Entry Into a Socialist Society 
Ahead of Developed Capitalist Countries a Deviation From Scientific Socialism?" ] 


[Text] For some time, some people in society have felt that since China did not 
go through a stage of capitalist development, it could not have a socialist revo- 
lution, and even if it had one, it could not be scientific socialism but rather 
“agricultural socialism." This has raised an important theoretical question for 
us: Is China’s entry into a socialist socicty ahead of developed capitalist coun- 
tries a deviation from scientific socialism, or has it developed scientific so- 
cialism? In order to clarify this issue, we must look at and reflect on it in 
terms of original historical conditions. 


First of all, it is necessary to make combined observations of the general laws 

of mankind's historical development and special laws. On the basis of the general 
laws of mankind's historical development, the replacement of social forms is car- 
ried out sequentially. Socialism is the product of the clash of capitalist con- 
tradictions (i.e. the contradictions between socialized large scale production 

and private individuals). This is to say that socialism is a higher social form 
than capitalism, and that it will replace capitalism in the future when capitalism 
grows feeble and dies. As a most general rule, this is raturally correct beyond 
doubt. However, we cannot simply stress general rules while ignoring the charac- 
teristics of the historical development of individual countries. Marx has said 
that history moves forward in the form of leaps and tortuously. Lenin also 
pointed out that “general rules of world historical development not only do not 

in the least preclude the manifestation of specific characteristics in develop- 
ment forms or sequencing during individual development stages, but rather have 
this as their prerequisite. When the proletarian revolution, “turns toward 
Oriental countries, these characteristics may carry some partially new things.’ 
In fact, in the history of the development of mankind it has been by no means 
unprecedented for a country tc surmount a stage in development to go directly 
into a higher social form. Germany entered a feudal society without guiig 
through a slave society, and the United States entered into capitalist society 
without going through feudal society. Since this is so, what is so strange 
about an economically and culturally backward, semi-colonial, semi-feudal coun- 
try like China not going through a fully developed stage of capitalism to enter 
socialist society? Indeed, this explains precisely the “carry some partially 





new thing™ of our large backward, oriental country in the practice of socialisn. 
Conversely, the view that holds that without going through the stage of capitalist 
development one cannot enter a socialist society falis into the error of the 
mechanical materialist view of history. 


Secondly, the semi-colonial, semi-feudal old China surrounded by world capitalissa 
was fundamentally unable to establish an independent capitalist society. Follow- 
ing defeat in the Opium War of 1840, numerous progressive Chinese sought truth 
from the west to save the country and save the people, hoping to develop capital- 
ism in China only to find this road blocked! This was because imperialism, which 
depended on colonies and semicolonies to grow fat, positively would not willingly 
give up the market for the supply of raw materials and for the dumping of goods 
that China was, and they positively would not permit China to establish an inde- 
pendent capitalist society. The big capitalist class in China was a vassal of 
imperialism, which positively would not permit the development of national capi- 
talism. As for the national capitalist class, because of their political and 
economic weakness, they were fundamentally unable to transform China into an inde- 
pendent capitalist society. Therefore, those who wanted China to first develop 
capitalism after which it could go on to carry out a socialist revolution also 
inevitably entered a blind alley. 


Third, the Chinese revolution is part of the world proletarian revolution, and 
its future can only be socialism. The opening shots of the October Revolution 
sent Marxism to China, and thereafter the Chinese revolution took on a new coun- 
tenance. Under the leadership of the Chinese Communist Party, the Chinese people 
went through an arduous and remarkable struggle, finally overth.owing the three 
great enemies to win victory in the new democratic revolution and to establish 
New China. China in the aftermath of the new democratic revolution could only 
take the road of socialism; it positively should not permit the liberated Chinese 
people to be thrown again into the capitalist abyss of suffering. But did China 
possess the conditions at that time to make the transition to socialism? In the 
second major report to the Communist International, Lenin pointed out that, under 
certain conditions, a backward country could skip the stage of capitalist devel- 
opment and make the transition to socialism. These conditions were: 1. leader- 
ship by a Marxist-Leninist political party; 2. a soviet system; and 3. certain 
international assistance. Following victory of the democratic revolution, China 
possessed these conditions. We had the leadership of a time tested communist 
party, [communist] and party leadership is a basic assurance for the realization 
of socialism. We established a national authority of people's democratic dicta- 
torship, confiscated the capital of the bureaucratic capitalist class, and seized 
control of the lifeline of the national economy. We obtained assistance from the 
Soviet Union during the Stalin era and from other friendly countries. This pro- 
vided favorable political and economic conditions for China's smooth realization 
of change from a new democratic society to a socialist society. 


Finally, it is necessary to correctly deal with a socialist society's establish- 
ment of economic Srerequisites. It is generally known that Marx and Engels 
originally predicted that socialism would simultaneously occur in the major de- 
veloped capitalist countries and gain victory in them first. However, those not 
iully developed countries that had not yet eliminated capiteiism could carry out 
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socialist revolution, and there was nothing that said that the ratio of large 
scale socialized production had to be great before one could practice socialist 
revolution. Engels pointed out in "French and German Peasant Problems” that it 
is not necessary to await full development of capitalism or the full bankruptcy 
of small scale production to realize socialism. In criticizing the rigid dogma 
of the Mensheviks, Lenin recognized the absurdity of not being able to seize 
political power and practice socialism when productivity was not developed, and 
pointed out that “Since the building of socialism requires a certain cultural 
level...why can we not first use revolutionary methods to win and attain this 
prerequisite of a certain level, thereafter catching up with the people of other 
countries from this foundation of worker-peasant political authority and a soviet 
system?" Even more so, semi-colonial and semi-feudal China was not entirely lack- 
ing a material foundation, so capitalism could have a certain amount of develop- 
ment. If one were to compare China with the capitalist countries that Marx and 
Engels predicted at the time as being able to realize socialism, it would be no 
lower than those countries in its tundamental realization of private ownership 
of the means of production or the levels of productivity for socialist reforn. 
Since Marx and Engels predicted that they could realize socialism, why could 
China not realize socialism too instead of having “agricultural socialism"? 
Despite the detours of this kind and that that have appeared in China's practice 
of socialism, this has truly been a great practice of socialism. Any view that 
doubts or negates this practice is wrong. 


In summary, in the process of its realization, socialism must use as its point 

of departure the realities as they exist in each individual country, and manifest 
different characteristics. Consequently our understanding of socialism cannot 
rigidly adhere to the original ideas of Marx and Engels. The reason China has 
been able to enter a socialist society in advance of developed capitalist coun- 
tries is the result of our party's having combined the general principles of 
Marxism-Leninism with the realities of China, and this has enriched and developed 
scientific socialism. 
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GENERAL 


BREAKING WITH CONVENTION DEEMED NF.ESSARY FOR MODERNIZATION 
Nanjing XINHUA RIBAO in Chinese 20 Oct 81 p 3 
jArticle by Li Yi [2621 0153]: “Break With Conventions, Take the New Road") 


[Text] Since the Third Plenum of the llth CCP Central Committee, our party has 
gradually charted a correct road to socialist modernization that is suited to the 
conditions of our country. This Chinese road to mowernization will be continuously 
enriched and developed in practice. Some laws are known to us but more remain to be 
understood, studied and explored further by us in the course of practice. For this 
reason, leading cadres should go into the thick of reality and keev discovering 
problems and making new breakthroughs and go about their work creatively. To put 

it briefly, they should go into the thick of reality to tackle problems and move 
from the old rut to a new road. 


The development of human society shows that people keep bidding farewell to “yesterday,” 
that practice enables people to keep making breakthroughs in their knowledge of the 
objective world, and that society moves forward amid reforms carried out by people. 
Since the founding of the republic, we have accumulated many successful experiences 

and also learned some lessons in economic construction. Now that circumstances have 
changed and history has moved forward, the lessons of “yesterday” are of course no 
longer applicable and even successful experiences should be enriched and developed 

in light of today's circumstances, and may not be mechanically applied in all cases. 

In particular, in the current process of readjusting the national economy, we should 
rationally restructure the internal structure of industry and the system of management, 
strive to improve economic results and blaze a new path to economic development. 

It will not do to cling to the old conventions that are not suited to new circumstances. 
What are conventions? They are old ways that are not suited to new circumstances. 
Ossified ways of thinking are what we are most afraid of in economic work now. Why 

has agriculture taken a sudden turn and then developed rapidly since the Third Plenum, 
so it is now on the ascendent? Could there be such a thriving growth of agriculture 

as we witness it today if the Party Central Committee were not daring and resolute 

in breaking with conventions and introducing various forms of production responsibility 
system? Practice tells us that if we stay in the old rut without making new break- 
throughs it is impossible to make steady progress economically. 


The convealions restricting our knowledge are primarily a product of the leftist 
ideology. As far as the guiding thought is concerned, our party has brought order 
out of chaos, but in economic work the leftist ideology is still there, hindering 
people from studying new problems and creating new experiences. Yake, for instance, 





expanded reproduction, which is of extreme importance. Some departments and 
enterorises have so far taken only ineffective measures in this repsect. When it 
comes to distributing funds and materials, they still give priority to capital 
construction and even go to the length of diverting the depreciation funds of old 
enterprises to fill the gaps in capital construction funds. As a result, the factory 
builcings of old enterprises have fallen into disrepair, pollution has become worse, 
equipment is obsolete, technology is backward, and economic results are poor. Apaxt 
from the drawbacks in the systems of planning etc., the epistemological reason for 
this state of affairs lies in the view that “only construction of the new means 
expanded reproduction.” Furthermore, the view that “capitalism is growing each day 
and each hour” among the peasants is still exercising its influence over the minds 
of some comrades. When peasants have won some right to make their own decision, 
these comrades are afraid that “the spontaneous force” will raise its head. When 
some peasants have become the first to get rich through their work, these comrades 
worry about “polarization,” etc. Thus, if we want to break with conventions and 
travel new roads, we must continue to make a clean sweep of leftist influences, 
vhich means that in concrete work we must draw a concrete dividing line between 
right and wrong. 


To be sure, the conventions restricting people's minds are not the product of leftist 
ideology alone; some come from traditional ideas and the force of habit. When it 
comes to modernization, some comrades fly in the face of actual conditions of our 
country and unrealistically think that everything modern is good. It is a reflec- 
tion of the traditional ideas under new conditions. ‘Inder the influence of these 
traditional ideas, some departments and enterprises blindly used foreign exchange 

to buy modern equipment unsuitable for their use, thereby causing enormous waste. 

For another example, some comrades, having been accustomed to arbitrary uciformity 

in their work, often put certain forms of production responsibility system on a 

fixed basis and force uniformity, disallowing different areas and different communes- 
brigades to adopt different forms. This approach of mechanically applying a fixed 
pattern everywhere is bound to hamper the initiative of the masses and cause political 
and economic losses. 


It seems that breaking with convention is the main way to address the problem of 
subjective thinking being divorced from objective reality. The development of the 
objective world knows no bounds, nor does man's knowledge of it. Once man's knowledge 
comes to a standstill and becomes static at a certain point, man's 1:1 will be 
"closed" and devoid of the capacity for knowing new things. True, it frequently 
happens that in real life man's knowledge falls short of objective reality. But 
this weakness can be gradually overcome if one studies and adheres to dialectical 
materialism, which means that one must go into the thick of reality, understand 
reality and conscientiously bring one’s subjective knowledge into line with the 
ever-changing objective world. As tar as leading cadres and leading bodies are 
concerned, it means that they must look downward, go into the thick of practice and 
among the masses to carry out investigations and studies, get in touch with new 
circumstances, study new problems, find the internal connections of things, and form 
correct judgements to guide their actions. For instance, this is the process mary 
comrades have gone through before they give all-out support to the production 
responsibility system in the rural districts. At first, they could not beng thenm- 
selves to vigorously support the system; they then went to the countryside to make 
investigations and saw the profound changes taking p)ace following implementation of 
the system. Then they came to realize that the line and economic policies laid down 


90 a 











since the Third Plenum according to the conditions of our country and with popular 
wishes and have a deep mass foundation. With this understanding, they have broken 
with conventions and guided the masses to the new road. Facts show that whoever loses 
touch with reality and fails to study the new problems arising from practice or 

learn the new experiences acquired by the masses will be unable to break with 
convertions ideologically and unable to blaze a new path. 


Furthermore, in breaking with conventions and travelling the new road, we want to 
emphasize the following along the Marxist line of knowledge: 1) We must traverse 
the correct road when building socialism. We must keep ] billion people in mind. 
Our economic work is aimed at serving the people: this is the major princip’e. We 
should resolutely do what is beneficial to the people and resolutely refuse to do 
what is not beneficial to them. Comrade Zhou Enlai once put it: "Marxism has its 
framework. What we have is the overall framwork, not a framework of opposition in 
general." When we encourage breaking with conventions end travelling the new road, 
we mean opposing mental ossificaticn. We do not mean that the socialist road and 
the aim of serving the people can be left out of account. And this overall framwork-- 
traversing the socialist road and serving the people--must not be broken under any 
circumstances. 2) We must traverse an adjustabie road. We may not deviate from 
the line and the general and specific policies laid down by the Party Central Committee 
and may not promote so-called "“creativeness" which will cause us to break away fron 
the overall situation and lose our bearings. However, since circumstances vary with 
different areas and different departments, to give only vague, genera! -ections 
without making an analysis of particular circumstances will mean mal a lifeless 
approach. On the basis of the principles laid down by the Party Centrai Committee 
and in light of the actual conditions of the localities and departments concerned, 
we should boldly reform, boldly practice and take the initiative to sclve problems. 
3) We must broaden the road. On the basis of summing up our experiences, we should 
look far and wide, know how to learn the advanced experiences inside and outside the 
province, at home and abroad, and, instead of rigidly adhering to a fixed pattern, 
use for our purposes whatever is beneficial to the people, to the socialist cause 
and to the cause of four modernizations. 


The China-type socialist modernization to which we are now committed is a cause 
unprecedented in history, a cause that calls for our great creativeness. It is a 
formidable task which cannot be accomplished overnight. In an indominable spirit 
and together with the masses, we should have the courage to practice, know how to 
sum up experience and keep discovering, inventing, creating and advancing to ensure 
continuous, new victories for our cause. 
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GENERAL 


DISTINCTION DRAWN BETWEEN AGRICULTURAL SOCIALISM, SCIENTIFIC SOCIALISM 
Shanghai WEN HUI BAO in Chinese 5 Nov 81 p 3 


[Article by Zhou Yongchuang [0719 0516 7068]: "Draw a Clear Line of Demarcation 
Between Scientific Socialism and Agricultural Socialism") 


[Text] What Is Agricultural Socialism? 


The concept of “agricultural socialism" originated when Lenin used the term 
“agricultural socialism" in criticizing the Russian Populists. The Populists had 
abstract moral concepts as their point of departure, denied the significance of the 
historical progress of capitalism, and clung to a small production economy of self- 
sufficiency, regarding the system of rural commune ownership of land in Russia as 

an ideal state of socialism. This was a social trend of thought that was popular 
mostly with the peasant population and in backward countries where small scale 
economies dominated. In the process of leading China's revolution, our party gave 
very great attention to criticism of agricultural socialist ideology. In April 1949 

in a talk with cadres from Shanxi and Suiyuan, Comrade Mao Zedong made clear reference 
for the first time to “agricultural socialism," noting that, "An ideology destructive 
of industry and commerce and that advocates absolute egalitrianism on the issue of 
land distribution is currently popular in rural villages. It is reactionary, backward, 
and retrogressive in nature, and we must criticize this ideology." At the time, 
someone asked what ideology is agricultural socialist ideology? Why is it reactionary? 


In July of the same year, "Questions and Answers About Agricultural Socialism" 
Published by Xinhua She made an exhaustive reply to this question as follows: The 
agricultural socialist iceology of which Chairman Mao spoke here referred to an 
egalitarian ideology produced on a foundation of small scale agricultural economy. 
People who support this ideology intend to use the standards of a small agricultural 
economy to understand and reform the entire world. They suppose that to define the 
entire social economy as an “egalitarian™ small scale agricultural economy is to 
practice socialism, and that this can avoid the development of capitalism. The 
primitive socialist visionaries or practitioners who iepresented small producers in 
past history, as for example the Populists in the imperial Russian era, and people 
in the Taiping Heavenly Kingdom in China held such an ideology.... 


Here we can see that agricultural socialism has two outstanding characteristics: One 
is support for the system of individual peasant ownership, regarding with hostility 
large scale socialized production and a commodity economy, and using small scale 
farming criteria to understand and reform the world, believing that socialism can 
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be founded directly on a small scale agricultural economy. The second is support 
for an ideology of absolute egalitarianism for the entire social economy. This 
obviously runs counter to scientific socialism. Scientific socialism believes first 
that socialism must be founded on a system of public ownership with vigorous develop- 
ment of large scale socialized production, and the establishment of an abundant 
socialist material foundation. Second the words, "From each according to ability; 

to each according to work" are written under the banner of socialism. 


Antagonism Between the Two Viewpoints 


Nowadays some people suppose that now that China's new democratic revolution has 
achieved victory throughout the country, in leading socialist revolution and reform 

in a country which there is poverty and backwardness, and in which a small scale 
agriculture predominates our party contravenes Marx's and Lenin's statements that 
large scale socialized production is a prerequisite to socialism, and that it has 
leaped over the stage of capitalist development to practice socialism, and is thus 
only agricultural socialism. Comparison of the so-called agricultural socialism that 
this viewpoint condemns with some of the fundamental characteristics of the aforestated 
“agricultural socialism" obviously will not hold water. This is because our party 

by no means upholds a system of individual peasant ownership of land; our party 

has always vigorously developed industrial and transportation undertakings to put 

the national economy on a foundation of advanced production technology; our party 
adheres to the use of industry to refurm agriculture, equip agriculture, and endeavors 
to modernize agriculture; our party has never considered the peasants to born socialists, 
has persisted in the use of scientific ideology to indoctrinate the peasants, and has 
taken various actions to gradually surmount absolute egalitarianist ideology. All 

of this explains why during the period of democratic revolution, our party carried 

on a determined struggle against ideologies like "agricultural socialisms" so, very 
clearly, to say that the guiding ideology of cur party is actually “agricultural 
socialism" is not in accord with historical realities. 


Certainly Marx and Engles imagined that the socialist revolution would triumph first 
in countries like England and France, fairly advanced capitalist countries at the 
time. However, Marx and Engels by no means ruled out socialist revolution in countries 
in which capitalism had not yet fully developed, much less did they stipulate a 
dominant ratio of large scale socialized production before socialism could be practiced. 
Moreover, at the time when Marx wrote "Das Kapital," the extent of development of 
capitalist social productivity was not as great as some of our comrades imagine. In 
an article titled "Peasant Problems in France and Germany" that Engels wrote in 1894 
he said, "We should not wait until the consequences of capitalist development of 
production has everywhere reached its extreme manifestation, nor wait until the very 
last small handicrafter or very last small pezsant has become prey to large scale 
capitalist production before instituting this transformation." ("Selected Works of 
Marx and Engels," Vol 4 p 312). Lenin, who lived in the era of imperalism, noted 
even more emphatically on the basis of his practical experience in the Russian 
Revolution, that backward countries could and should first use revolutionary methods 
to attain the political prerequisites for this level of socialism, after which they 
should begin to move toward socialism on the foundation °findustrial and agricultural 
political power and the soviet system, and go on to create a material foundation for 
socialism. Of course, old China was a semi-colonial, semi-feudal society, and the 
building of socialism in such a backward country as China was actually not covered 
by Marx, Engels, and Lenin in their writings. No doubt, however, the practice of 
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socialism in China is in accordance with the fundamental principles of scientific 
socialism. This is because in the New China that followed victory in the democratic 
revolution, despite the small amount of modern industry, it was extremely concentrated, 
and most capital and the most important capital was concentrated in the hands of the 
Chinese bureaucratic-capitalist class. The confiscation of bureaucratic capital and 
its return to the country under the leadership of the proletariat enabled the people's 
republic to get control of the national economic lifelines, and enabled the state- 
owned economy to become the leading component in the entire national economy. This 
formed the material preconditions for China's building of socialism. Specifically 

we had a proletariat and the leaders of their political party, an unbreakable alliance 
between industry and agriculture, and the state political power of a people's demo- 
cratic dictatorship. These provided the political prerequisites for the building 

of socialism. In addition, we had favorable international conditions, which funda- 
mentally assured that China could proceed from its foundation of victory in democratic 
revolution to take the path of socialism. The building of socialism in a country 

as backward as China was a great pioneering revolutionary undertaking in the scientific 
socialist movement. 


Great Socialist Enthusiasm Among the Peasants 


There are also people who suppose that the peasants are “born agricultural socialists, 
and they criticize Comrade Mao Zedong'sremark that "The peasants have a vast reservoir 
of enthusiasm for socialism" as "spontaneous adoration of the peasant class," and 
consequently condemn China's agricultural cooperativization movement also as being 

a product of agricultural socialism. Such a co-mingling of peasants in the stage of 
socialist revolution under the leadership of the proletariat with peasants under the 
rule of the feudal system is to treat historical changes with indifference and to 

lack understanding of the peasants of New China. 


It is generally known that during the period of the new democratic revolution, the 
broad masses of Chinese peasants under the leadership of the Chinese Communist Party 
carried on a struggle with extremely great hardships and difficulties against 
imperialism, feudalism, and bureaucratic capitalism, and not only did many people 
become conscious warriors in the vanguard of the proletariat, but the entire class 
also underwent great revolutionary tempering. For a long period of time, the pro- 
letariat has through its own political party, adhered to the use of advanced scientific 
socialist ideology to instruct the peasants, organize the peasants, and lead the 
peasants. The peasants themselves have a desire to incline toward socialism to which 
is added the inspiration and teaching of a proletarian political party. Under these 
circumstances to say that "The peasants have a vast reservoir of enthusiasm for 
socialism" is entirely understandable and entirely correct. However, there is a 
duality in the peasants. Following nationwide land reform, the peasants as private 
owners spontaneously inclined toward capitalism. However, as workers, they had a 
strong desire for mutual cooperation, and an extremely great reservoir of enthusiasm 
for socialism existed. It was precisely to prevent the polarization of rural villages, 
both to avoid having peasants take the capitalist road and to avoid having peasants 
stop at the level of agricultural socialism of land distribution, that while reviving 
and developing the national economy, our party promptly instituted the socialist 
reform of agriculture, and instituted transitional methods for gradual progress from 
the low levels to the high levels so that the peasants could take the road of 
organized cooperatives. This was entirely necessary and correct, and in accordance 
with the principles of scientific socialism. Naturally there were shortcomings and 
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errors in the process of China's agricultural cooperativization. After the summer 
of 1955, the demand for cooperativization was overiy urgent, the work done was 
excessively crude, changes were excessively fast, and the forms used were excessively 
simplified and standardized. This caused problems that endured for a long time. 
Naturally there are numerous reasons for these shortcomings and errors, but most 

of them resulted from the lack of experience for our party in exploring roads to 
socialism. Furthermore, these shortcomings and errors have been corrected by our 
party itself. Today, we scientifically summarize the postive and negative lessons 
of experience since the founding of the People's Republic in order to steadfastly 
and better travel the socialist road so that we can link scientific socialist theory 
to actual conditions in China, and develop scientific socialism through practice. 
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NORTH CHINA CONFERENCE ON REGIONAL ECONOMIC, TECHNICAL COOPERATION HELD 
Tian TIANJIN RIBAO in Chinese 29 Oct 81 p 4 


[Article by Xinhuashe Correspondents Wang Tigqiang [3769 7555 1730] and Wei Youlin 
[7614 0645 2651]: "Develop Economic and Technical Integration to Hasten Speed of 
Developmei:t. North China Regional Economic and Technical Cooperation Conference 
Reaches Agreement on 158 Items") 


[Text] The recently concluded Hohhot North China Five Provinces and Municipalities 
(or Regions) Economic and Technical Cooperation Conference noted that development 
under the guidance of the state plan of economic and technical integration among 
provinces, municipalities, and autonomous regions to apply the financial and material 
resources of regions and enterprises to national construction where they are urgently 
needed is a good way to increase economic effectiveness, to enliven the economy, and 
to hasten the speed of economic construction. 


As a result of repeated discussions, the representatives of five provinces, munici- 
palities, and autonomous regions who atterded this conference reached agreement in 
principle on a total of 156 items, 49 of which were economic integration items and 
109 of which were technical cooperation items. The major integrated items were: 
investment in the repair and building of highways in forest areas for the multiple 
use of forestry industries to develop plywood, fiberboard, and particle board; in- 
vestment in construction of new or expansicn of old sugar mills and high grade candy 
processing plants; new construction or expansion of plate glass, cement, and bathroom 
porcelain plants to develop the construction materials industry; investment in im- 
proving specialized railroad lines and station platforms for the development of 
energy industries; establishment of integrated production and marketing of Chinese 
medicinal materials and Chinese proprietary medicines. After completing these 
agreements, each jurisdiction will contribute more than 200 million yuan of funds 

of various kinds. 


The conference noted that the North China region is a vast area with abundant re- 
sources. It is one of the major industrial bases in China where the economic and 
technical foundation is rather good. However an imbalance in development exists be- 
tween one province, municipality or region and another. Industrial and economic 
strength in Beijing and Tianjin is fairly solid and technology is rather advanced; 
however, these places lack energy and raw materials. Hubei, Shanxi, and Nei Monggol 
have bountiful resources, but they lack, in varying degrees, technology and capital. 
Therefore, for the five provinces and municipalities (or regions) of North China to 











make the most of their individual advantages, it is necessary to integrate and cooper- 
ate, end use advantages to compensate for disadvantages in a quest for joint develop- 
ment. The conference agreed that in view of the strategic position and the unbalanced 
economic development of the North China region, active development of integration 

and cooperation among each province, municipality and region, and hastening of the 
speed of economic development under the guidance of the state plan was of major po- 
litical and economic significance. 


The conference conducted full discussion of the principles of integration and cooper- 
ation, and of the forms and methods of integration. They also reached unanimous 
agreement on the following five matters: 


l. Integration and cooperation must begin from whatever favors economic readjustment 
and improves economic effectiveness, concern being given to the welfare of the state, 
the region, and enterprises under the guidance of the state plan. There must be 
adherence to the principles of mutual assistance and reciprocal benefit, mutual dis- 
cussions, and using advantages to make up for disadvantages for common development. 


2. The scope and sphere of integration and cooperation must proceed from realities, 
action being taken in accordance with strength or ability, proceeding from the small 
to the large, from the low to the high, and from the simple to the complex for 
gradual step-by-step progress and steady growth, with no efforts to gain an unde- 
served reputation but only to seek after results. 


3. The forms of integration and cooperation should be flexible and diverse. There 
can be processing of materials brought in form elsewhere; or there can be processing 
on the basis of specimens brought in. There can be compensatory trade, and there can 
be joint capital ventures; There can be bilateral or multilateral arrangements. 
Technical cooperation may be with compensation or without compensation. New forms 
may also be created through practice. 


4. Integrated enterprises should use new management forms, institute systems of 
economic responsibility, and seek economic effectiveness. 


5. The settling of prices for products from integrated enterprises between the two 
parties to the integration should be discussed and settled by both parties to the 
integration in accordance with the scope permitted by state pricing policies. 


In addition to delegates from the five provinces, municipalities, and regions of 
North China who attended the North China Regional Economic Cooperation Conference, 

the State Planning Commission, the State Economic Commission, as well as the provinces 
and cities of Shanghai, Jiangsu, Zhejiang, Hubei, Liaoning, and Jilin sent delegates 
to the conference. 


The conference decided to hold its 1982 North China ‘Regional Economic and Technical 
Cooperation Conference in Beijing. 
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IMPORTANCE OF TAX COLLECTION IN LEVERING THE ECONOMY STRESSED 





Jinan DAZHONG RIBAO in Chinese 26 Nov 81 p 2 


[Article by Lu Songnian [0712 2646 1628]: "Attach Great Importance To Tax Collection 
Work; Make the Most of the Tax Collection Function"? 


{Text} Socialist tax collectiom is a major integral part of the national financial 
budget, and it is also a major economic level in the regulation of production, 
commodity flow, distribution, and consumption. Looked at from the angle of the 
financial budget, tax collection depends on state political authority, and is a form 
whereby national income is redistributed. It takes a portion of national income with- 
out compensation and in fixed amounts so that the national treasury will have a source 
of income for stable growth. Lenin said, "So-called taxes are something that the 
state takes from its residents without payment of any compensation." ("Works of 
Lenin," Chapter 12, p 275). A good job of tax collection work is extremely closely 
related to the carrying out of the program for readjustment of the national economy, 
the elimination of fiscal deficits, and the realization of a balance between fiscal 
receipts and expenditures. The future need for national construction, strengthening 
of national defense, and improvement in the people's liv sihood all require that the 
national treasury provide large amounts of funds. Tax collection is the major source 
of treasury income. In national terms, tax collection accounts for more than half 

the total financial income. In 1980, Shandong Province's industrial and business 

tax and salt tax revenues amounted to 67 percent of total revenues, and in some pre- 
fectures and counties, they amounted to 80 or 90 percent. Consequently, how well tax 
revenue quotas are fulfilled has an extreme bearing on four modernization construction. 
If much tax revenues are collected, the state can spend more. If few tax revenues 

are collected, the state will have to spend less. If tax revenue quotas are not 
properly fulfilled, that will mean an inevitable continuation of cutbacks in capital 
construction, the continued reduction of payment of various kinds of expenses, and 
cutbacks here and reductions there. The pace of national construction will be 
directly affected. Therefore, all trades and industries should attach great im- 
portance to and support tax collection work. All economic units and individuals 

that pay taxes should consciously discharge their tax paying duties, and pay their 
taxes promptly in accordance with national tax laws. 


Tax collecticn has historically been a major economic lever for use by the state 

on the econosic base. By levying taxes here and exempting from taxes there, by 
levying much or levying little, encouragement or restriction, support or crackdown 
are reflected, with active intervention in the economy and regulation of the economy 











in order to attain the political and ecomomic goals of the party and the state. What 
major levering function does the existing tax collection system provide? First of 
all, tax collectio:: can be coordinated with pricing policies to regulate production 
and consumption in order to advance planned proportional development of the national 
economy. In China's socialist system, planned prices and commodity prices are con- 
trolled mostly by the state. Tax receipts form a definite part of the price structure 
of social commodities, and are an integral part of price. In a sitvation in which 
the prices of foods are maintained essentially stable, in accordance with state 
economic policies we can formulate high or low tax rates or regulations for reduced 
taxes or exemption from taxes, which will exert fiscal influences on production and 
commodity flow. When the state wants to encourage expansion of production of certain 
goods it can increase profits for those goods by low taxes, or by reducing taxes, or 
by exempting them from taxation entirely in order to encourage enterprises to want 
to take responsibility for production of these goods, and consciously plan production 
of these goods. Conversely, when restriction and reduction of production of certain 
goods is wanted, use of high tax rates and numerous tax levies a la "trying to pro- 
hibit a business by taxing it heavily" can effect control, thereby promoting develop- 
ment of the microcosmic economy in accordance with requirements for development of 
the microcosmic economy. In order to control consumption of a certain good, tax 
collection can bring about regulation not only through increasing the tax rate at 
the point where goods come out of a plant, but also at the point of business mar- 
keting and sales where regulation can be effected through increased taxes in order 

to improve the relationship between supply and demand in the market. Second, tax 
collection can regulate the profits of enterprises to help correctly deal with and 
take account of the interests of te state, the enterprises, and staff and workers. 
Because of differences in natural resources, machinery and equipment, geographic 
location, and communications and transportation conditions, and because of prices 
that are at variance with value, the following situation often occurs in existing 
enterprises: Because objective conditions are fairly poor in some enterprise, even 
though leadership teams are strong, the zeal of staff and workers great, and manage- 
ment levels high, in comparison with enterprises in which objective conditions are 
especially superior, the difference in profit levels is very great for production 

of the same goods. This creates a gap in profit levels between one enterprise and 
another and between one product and another whereby an enterprise's profits are 
unable te accurately reflect the work achievements of staff and workers, and the 
enjoyments the enterprises and the staff and workers derive are not the same. Under 
these circumstances, the leverage that tax collection provides is that some of the 
excess profits gained by the enterprise with the superior objective conditions 

can be collected to not only help surmount an inequitable situation between one in- 
dustry and another and one enterprise and another in the distribution of profits, 

the better to reflect the principle of to each according to work, but also to help 
arouse the enthusiasm for production cf enterprises and staff and workers, so that 
even where objective conditions are poor, enterprises with good administration and 
management can gain corresponding benefits, and so that even though objective con- 
ditions are good, enterprises in which administration and management are poor will 
actively strive to improve administration and management. This helps enterprises 
compete from the same starting line, improves economic effectiveness, and creates 
greater wealth for the country. Third, under conditions in which commodity production 
and price regulations play a role, the economic lever of tax collection can promote 
a strengthening of economic accounting by enterprises, and improvement of their 
levels of administration and management. In terms of enterprise sales of products, 














taxes and profits form an inverse proportion. Within a set price range, when taxes 
are low profits are high, or when profits are high taxes are low. Tax collections 
are fixed revenues set by national laws, and the state stipulates a high or low tax 
rate for different goods; enterprises have no authority to change these. Thus, if 
enterprises are to derive greater benefits from their operations, and realize greater 
profits, in order to have greater latitude for action in the organization of pro- 
duction and improvement of the livelihood of staff and workers, they must put their 
efforts into careful calculation and strict budgeting, lowering consumption of pro- 
cesced raw amterials, and the conservation of labor in order to increase the labor 
productivity rate, i.e. they must increase economic effectiveness through strengthening 
of economic accounting. Fourth, tax collections can protect legitimate operations 
and crack down on speculation and profiteering to play their role in regulating the 
earnings of various economic components. Accompanying developmen’: of the commodity 
economy and liberalization of country fair markets has been a steady expansion in 
commodity flow and a constant enlivening of country fair trade. State tax collections - 
have always adopted supportive and protective policies toward commune member house- 
hold sideline industries and legitimate individual businesses, but tax collections 
should take action to levy increased taxes on illegitimate businesses and on oppor- 
tunists and speculators, as well as coordinating with market supervisory units in 
resolute suppression of them, strictly controlling and cracking down on them econ- 
omically. 


In order properly to make the most of the economic leverage of tax collection, we 
should increase the concept of the legal system, and establish a new style of re- 
spect for payment of taxes. As far as the situation in Shandong Province is con- 
cerned, an overwhelming majority of enterprises can think in terms of the overall 
situation and promptly pay into the treasury the tax revenues that should be paid, 
in the amount in which they should be paid. This is worthy of praise. But the 
evasion of taxes and cheating on taxes by some enterprises is very serious. Since 
the notification of examination to make up taxes not paid was put into effect by 
the Tax Administration of the Department of Taxation, in slightly more than half 

a year's time, more than 60 million yuan of tax evasions and taxes owing have been 
uncovered. Such illegal conduct is extremely wrong. Tax laws are a part of tie 
country’s laws. Most of our tax collections are a system of tax levys on products. 
Enterprises should establish a legal concept, a national concept, and a discipline 
concept. They should fully understand the importance of paying taxes in accordance 
with regulations and truly figure the amount due on the basis of rates, paying all 
of it. The broad masses of tax collection cadres have a heavy responsibility on 
their shoulders, and they should rely closely on CCP Committee -ad government 
leaders at all levels, obtain the support of authorities concerned, and continue con- 
scientiously and earnestly to work actively, diligently implementing the party's 
policies and accumulating more funds for socialist construction endeavors. 
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GENERAL 


RELATIONSHIP BETWEEN PRODUCTION, CIRCULATION OF MEANS OF PRODUCTION DISCUSSED 
Xian SHAANXI RIBAO in Chinese 11 Nov 81 p 3 


[Article by Xu Ruilin [6079 3843 2651]: “Exploration of Problems in the Cir:ulation 
of Means of Production--a Summary of Views of the Northwest Region Materials Economic 
Theory Symposiun”™] 


[Text] The Northwest Region Materials Economic Theory Symposium recently held in 
Xian focused on reaujustment of the national economy, exchanging results of research 
on materials economic theory, and discussing the following several main problems: 


1. The Problem of the Position in the National Economy of Circulation of the Means 
of Production. 


Everyone unanimously agreed that the process of reproduction is a combination of the 
production process and the circulation process. Production of the mears of pro- 
duction determines flow of the means of production; however circulation of the 
means of production is not a passive or inactive element; it acts as an intermediary 
link between production and productive consumption, reacting on production and, 
under certain conditions, playing a decisive role in productiym. Looked at in 
terms of the whole process of cyclical social reproduction, the process of circula- 
tion of the means of production is both a continuation of the means of production 
production process and preparation for the production process. Without a means of 
production production process, there could be no circulation process for the means 
of production. Conversely speaking, without a circulation process for the means of 
production, the social reproduction process would come to a halt. The economic 
activities of material means of production units are frequently summarized as being 
supply, production, and marketing in three stages, circulation activities consist- 
ing of the two stages of supply and marketing. Consequently, one can say, at mini- 
mum, that in the process of social reproduction, the circulation process and the 
production process occupy equally important positions. 


2. The Problem of the Nature of the Means of Production 


Everyone unanimously acknowledged that the means of production, like the means of 
consumption, possesses the attributes of commodities and are commodities. However, 
as to whether state plan allocated and transferred means of production are or are 
not commodities, there was a difference in understanding. 
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Our view held that since state plan allocated and transferred means of production 
did not go through markets, that eliminated the commodity attributes of the means 

of production. In fact, there was no treating the means of production as commodi- 
ties, but rather they were allocated and transferred as commodities. If one suj poses 
that state plan allocated and transferred means of production are also commodit‘es, 
that is like acknowledging that the former uniform procurement and uniform distri- 
bution system was also in accordance with commodity principles and required no re- 
form. 


One view held that state plan allocated and transferred means of production vere 

also commodities because they were not allocated and transferred without compensation, 
but rather accounts were settled using currency. State plan allocation and trans- 
fers and sales through the market are matters of the forms of exchange, and can in 

no way change the commodity character of the means of production. For the same 

means of production not to be commodities when they <. through state allocation and 
transfer, and to be commodities when they go through the market and are sold will 

not wash in theory and creates havoc in reality. Planned allocation and transfer of 
the means of production is a manifestation of the superiority of the socialist 
economy that can only be improved but no: eliminated. 


3. Two Regulatory Problems in Instituting Circulation of the Means of Production 





One view held that the regulation through plan of the circulation of the mean: of 
production meant state use of plan methods to work out the proportional distribution 
of the means of production in each sector of the national economy, and that it was 

a command type regulatory form. Market regulation is based on the requirements of 
the laws of supply and demand in the market plece, which exercise regulation over 
supply and demand of the means of production. The two have a self-cancelling 
mechanical relationship. Specifically, the state plan allocated end transferred 
portion is regulated by plan; the portion sold by the industrial plant is regulated 
by the market. The former is dominant; the latter is ancillary. 


One view held that plan regulation of the means of production was a requirement of 
the laws of planned proportional development of the national economy, the conscious 
planned regulation of the distribution of the means of production among various 
sectors, and establishment of a balance between supply and demand. This conscious, 
planned regulation encompasses both regulation through drawing up and putting into 
effect forms of the state plan, and the regulation of the circulation activities of 
the means of production outside of plan through the pianned guidance of other forms. 
Market regulation means establishment of a balece between supply and demand in 
accordance with the requirements of the laws of value through market regulation of 
the distribution among all sectors of the means of production. The relationship 
between the two is a relationship of guidance and the foundation. Plan regulation 
has to take into account market requirements, and market regulation must rely on 
plan direction. 


One view held that plan and the market are a relationship of the subjective and the 
objective. The market represents society's requirements of the means of production 
and objectively exist; the plan is a manifestation of subjective will, but it is an 
objective reflection of market requirements. In a socialist economy, conscious use 
should be made of the market mechanism to plan regulation. The means of production 
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market should be a uniform market under guidance of the plan. Therefore, to bring 
up plan regulation and market regulation together is not adequately scientific; in 
actual work one is prone to divide the entire marketplace into two pieces. 


4. Problems in Reform of the Materials Systen. 


Everyone unanimously agreed that the prevailing materials system in China is founded 
on the means of production and does not have commodities as a theoretical foundation. 
It excessively emphasises planned distribution, allocation and transfer to the 
neglect of bringing market regulation into play. It relies mainly on administrative 
methods not giving attention to application of economic methods and, as a result, 
things are managed to death, efficiency is low, and the role that circulation links 
should play are not put to good use. This is not commensurate with the requirements 
of socialist large scale production, and it must be conscientiously reformed. How- 
ever, there was a divergence on how to reform the material system. Some comrades 
felt that under the socialist system, the means of production are in the nature of 
commodities, and that circulation must be organized on commodity principles, the 
scope of planned allocations and transfers being gradually reduced until finally 
eliminated, and that this is the direction for reform of the material system. Some 
comrades do not agree with these views, believing rather that though the means of 
production and the means of consumption are both commodities, each has its own 
characteristics, and that organization of the circulation of the means of production 
requires that consideration be given to the characteristics of the means of production. 
The means of production market interacts mostly with the means of consumption, and 
generally does not interact with individual consumption; thus changes required in 
supply relationships are not great, and can objectively attain a fairly high degree 
of plan. Comrsdes who supported these views believed that the direction of reform 
of the materials system should be a change from the unitary planned allocation, and 
transfer to a system of multiple procurement and marketing, with a change from 
organization of circulation by administrative division to organization of circula- 
tion by economic division. 





As regards the issue of whether tnere should be materials units independent of pro- 
duction units, there were two completely different views. A minority of comrades 
believed that circulation of the means of production should be primarily organized 
separately by each production unit in # system combining production, supply and 
marketing, thereby reducing the circulation links and having production and market- 
ing integrated. However, most comrades did not agree with this view, feeling that 
socialized production was characterized by specialized cooperation. Not only should 
production be specialized, but circulation should be specialized as well. Looked at 
in terms of the historical development of the exchange of commodities, the separa- 
tion of business and production was an historical necessity. Looked at in terms of 
the laws of planned proportional development of the national economy, there has to 
be an independent materials sector that exercises planned control over the circu- 
lation of all of the means of production. Looked at from the angle of improving 
socio-economic effectiveness, it is more advantageous for materials units to 
specialize in procurement and marketing activities for tte means of production than 
for production units to collaterally crerate procurement and marketing activities 
for the means of production. 


9432 
CSO: 4006/177 


103 








S 





URBAN, RURAL MARKET BRISK IN SICHUAN PROVINCE 
0W291146 Beijing XINHUA in English 0816 @ar 29 Dec 81 


[Text] Chengdu, December 29 (XINHUA)--Sichuan's commercial department« have 
completed or overfulfilied 1982 purchasing quotas fu grain, rapeseed, pigs, 
aquatic products, tobacco, jute and hemp, despite the worst floods in a century 
that hit the province this summer, according to figures released by provincial 
authorities. 


Officials attributed the success to the job responsibility system instituted 
throughout rural Sichuan, under which peasants earn more when they produce 
more for their collectives. Production teams, the basic accounting unit of 
people's communes, also may decide themselves how to save damaged crops and 
compensate for losses. 


Torrential rains damaged more than one million hectares of Sichuan's farmland and 
wiped out nearly one-third cf the standing crops, according to Sichua deputies 
to the National People's Congress session held last month. But the province 
harvested 250,000 tons more grain than in 1980, which itself was a record year. 


The total value of goods sold directly by producing enterprises in the market 
was 17.5 percent more than last year. This means that ente+prises had mre money 
at their disposal for bonus and enlarged production. 


The government now allows state-owned industrial enterprises to freely sell 
their products left after fulfillment of the government-fixed annual quotas. 
This is in contrast to the old system under which distribution of industrial 
products was controlled entirely by the government. 


The total volume of retail sales of commodities ‘i. Sichuan was up 7.4 percent from 
January 1 to November 30, compared to the same 1980 period. Increases ranged 
from 11 percent to more than 100 perceat for sales of durable goods, including 
sewing machines, bicycles, wristwatches, television sets, electric fans, tape 
recorders and cameras. 


Rural savings deposits rose 31.9 percent in urban areas from January to November 
this year over the same period of last year. The increase for savings deposits 
in rural areas was 52.9 percent. 


The increase in savings depos!ts is both positive and negative, provincial officials 
said. It shows a substantial increase in people's income and at the same time, it 
indicates that the supply of commodities is still not sufficient to cope with the 


growing purchasing power. 


CSO: 4020/65 
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REPORT ON INCREASED PRC-HONG KONG TRADE 
HK280152 Hong Kong STANDARD in English 28 Dec 81 BUSINESS STANDARD p 1 


[Text] China-Hong Kong trade was marked with great success during 1981. It 
also saw the signing of numerous agreements which had laid down groundwork 
for the future in business cooperation. 


During the year, Hong Kong had consolidated its role as a trading transhipment 
centre for China. In fact, China had become the largest source and market for 
Hong Kong's re-exports. 


According to the government's latest trade statistics, 49 percent of the 
$19.536 billion [presumably Hong Kong dollars] re-exports through Hong Kong 
in the first half last year came from or went to China. 


Re-exports associated with China during the same period in 1980 accounted only 
for 39.5 percent of the $13.2 billion total re-exports. 


Hong Kong traditionally had been the entrepot of China goods and it was even 
more significant last year as the Chinese goods re-exported through Hong Kong 
outweighed re-exports to the country by one half in the first 6 months last year. 


However, the re-export pattern changed last year with the inflow of re-exports 
to the country growing faster than the outflow by 136 percent to 58 percent. 


The rocketing re-exports to and from China through Hong Kong shows that China 
will be even more dependent on Hong Kong as Beijing had decided to produce 
more light industrial products which Hong Kong has good experience of trading. 


The main categories of re-exports from China were textile fabrics and made-up 
articles, garments and other manufacturing products. 


Textile yarn and fabrics, television receivers and motor vehicles (mostly 
second-hand ones) were the major categories of products re-exported to China. 


The direct trade between Hong Kong and China also soared during the year. In 
the first 6 months, Hong Kong's exports to the country increased 73 percent 
to $1.177 billion while imports from China also rocketed 37 percent to 

$13.2 billion. 
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The burgeoning compensation trade between Hong Kong and China was one of the 
important factors behind Hong Kong's expanding trade with China. 


According to figures provided by Guangdong authorities, the province had signed 
about 10,000 contracts with foreign firms, mostly based in Hong Kong, on 
processing, cooperative production, compensation trade and joint ventures 
during the 2 years ending October. The total investments were more than 

$6 billion. 


The burgeoning compensation trade provided not only an increased flow of goods 
between the two places but also supplemented the local light industry as some 
of the land [word indistinct] process cf making goods could be done inside the 
country so that the colony can concentrate on processes of higher technology 
which consume less space. 


The compensation trade and processing cooperation between Hong Kong and China 
got a boost in February as the trade industry and customs department implemented 
an outward processing arrangement scheme. 


The scheme means that origin certification services will not be denied to 
Hong Kong manufacturers who take advantage of lower production costs across 
the border. 


Last year also saw some significant agreements which had created trading joint 
ventures based here to help exports of Chinese heavy industrial products by using 
the sophisticated communication and financial facilities available in Hong Kong. 


One significant example was the joint venture formed between Wah Chong group of 
Singapore and Guangdong Shipbuilding in early January which had successfully 
signed a contract with Bethlehem Steel of the United States to build oil rigs 
in Guangdong. 


During the year, Hong Kong also became the representative for some major Chinese 
heavy industries. Three joint ventures had been formed by local Chinese companies 
with official Chinese corporations to handle foreign dealings in heavy machinery, 
precision machinery and shipbuilding. 


Although their business at this initial stage was minimal compared with the 
scale of industries they represent, merchants and analysts believed that Hong Kong 
in a few years’ time will be vital for China's developments in heavy industries. 


Hong Kong merchants had also signed some important contracts with Shenzhen 


authorities which would be proved vital for the development of the border 
special economic Zone. 


CSO: 4020/64 
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LATEST DEVELOPMENTS IN SHENZHEN SPECIAL ZONE REPORTED 
HK300148 Hong Kong SOUTH CHINA MORNING POST in English 30 Dec 81 p 6 


[Text] The Shenzhen special economic zone, which the governor of Hong Kong, 
Sir Murray MacLehose, will visit today for the first time, is the earliest 
and largest of the four existing special economic zones in China. 


A vast strip of land bordering Hong Kong's new territories and with coastlines 
stretching into the Pearl River estuary in the west and Mirs Bay in the east, 
it covers an area Of 327.5 sq km, or about one-sixth of the whole Shenzhen 
Municipality. 


About 98 sq km of land will be used for constructing projects-—-an area 
two-thirds of the size of Shanghai proper. 


The zone is divided into five sections. The westernmost end is the Shekou 
industrial area, now placed under the administration of the China Commercial 
Steam Navigation Corp |CCSN] of the Ministry of Communications. 


Thirteen factories are to be built there, two of which will be state enterprises 
run by the CCSN. Three have been financed by foreign nerchants and eight others 
will be jointly operated. 


The Shangbu District in the center of the city is also an industrial area devoted 
to electronics, light and textile industries. 


Another district in the middle of the city is the Luohu commercial area. Here some 
of the first high-rise buildings will appear. 


Plans have been made to build a 20-storey international commercial center and a 
14 storey Luohu building. Yet another building will be constructed to house 
the offices of various provinces and c‘ties. 


The easternmost end of the special zone is located on two bays which are to be 
developed into a tourist area. Another stretch of land will be used for residential 
quarters. And the scenic area near the Shenzhen reservoir will get a new 

overseas Chinese settlement. 
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The zone will also have an economic management college. 


Between 1978 and Jume this year, the special zone signed agreements with 
Hong Kong, Macao and overseas Chinese business and foreign corporations for a4 
total of 720 projects worth HKS$2.4 billion. 


Of these, 548 projects have gone into operation. Ninety-five others have 
started construction but have not yet begun production. 


Agriculture is also an important component of the special economic zone. The 
Shenzhen Municipality has an area of 1,600 sq km in addition to the 327.5 sq km 
of the special zone. About 300,000 people are engaged in agriculture and the 
zone has set up 20 chicken farms, 2,600 hectares of fish ponds and other 
production bases. 


CSO: 4020/64 
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REGULATIONS FOR GUANGDONG SPECIAL ZONES DISCUSSED 


HK240320 Hong Kong TA KUNG PAO Weekly Supplement in English No 807, 24-30 Dec 81 
pp 1, 3 


[Article by Guangzhou correspondent] 


[Text] [Begin italicized type] Four sets of regulations governing travelling 
and investments in the special economic zones (SEZ) in Guangdong Province are 
made public today and will come into effect as of January 1, 1982. 


With the announcement of the new regulations, investors and those who have 
bought homes in the SEZs will have better access to the zones. A range of 
practical issues have been clarified for outside investors hoping to do 
business there. 


The new SEZ regulations are the provisional entry/exit regulations for Guangdong 
special economic zones, the provisional regulations for business registration 

in Guangdong special economic zones, the provisional labour and wage regulations 
for Guangdong special economic zones and the provisional land regulations for 
Shenzhen special economic zone. 


They were adopted by the Standing Committee of the Guangdong Provincial People's 
Congress November 17, 1981 and then authorized by a resolution adopted at the 
Standing Committee meeting of the National People's Congress in Beijing 

November 26. Following are highlights of the 4 regulations: [end italicized type] 


Entry/Exit 


The provincial entry/exit regulations for special economic zones will effect 
foreigners, overseas Chinese, and compatriots from Taiwan, Hong Kong and Macao 
who go into SEZ from overseas and from Hong Kong and Macao. 


Under the new regulations, those travelling to and from the SEZ will be subject 
to check-point inspection and vehicles going between Hong Kong or Macao and SEZ 
must obtain the necessary pass. 


Overseas Chinese, foreign investors, and compatriots from Hong Kong, Macao and 
Taiwan who go regularly to the SEZ from Hong Kong and Macao for business reasons 
and those who have bought homes in the SEZ will be eligible for multiple entry 
visas after obtaining letter of proof from the SEZ development company. 


109 





Those who plan to stay in the SEZ beyond 6 months will be able to apply for a 
temporary resident permit from the local security bureau. The resident permits, 
valid for 1 year, will be renewable on a yearly basis. 


Apart from foreign passport holders and “home visit certificate” holders who 
can apply for entry into SEZ from Hong Kong and Macao, Taiwan compatriots who 
wish to enter SEZ via Hong Kong and Macao will be able to apply for the 
necessary papers if they present proof of their personal identification. 


Tourist groups of foreign passport holders from Hong Kong and Macao will be issued 
group visas. Foreigners going to SEZ directly from overseas will need to apply 
for necessary visas, and those travelling from SEZ to other parts of China are 

to follow “previously set rules." 


Only one article in the new regulations refers to mainland Chinese. It stipulates 
that "cadres and staff" of the SEZ are to follow "previously set rules," but does 
not specify what they are. 


Business Registration 


With the exception of foreign banks and financial institutions which follow 
separate rules, all foreign enterprises, equity and non-equity joint ventures 

in the special economic zones (SE% enterprises) must follow rules stipulated 

in the provisional regulations for business registration. Those businesses which 
do not have the necessary registration certificates or business licenses issued 
by SEZ's department of industry and commerce will not be permitted to start 
operation. 


Overseas enterprises and those from Hong Kong, Macao and Taiwan setting up 
representative offices in SEZ should register at the local SEZ office of industry 
and commerce within 30 days after being granted permission to set up office. 

All legitimate business activities of registered enterprises will be protected 
under Chinese laws. Registration certificate, valid for 1 year, will be renewable 
yearly. 


Apart from detailing registration procedures, the new regulations stipulate that 
SEZ enterprises and representative offices must also register with the local 

tax departments. Businesses will be able to open bank accounts with the Bank of 
China or with any government approval bank. 


Under the new regulations, the local SEZ department of industry and commerce is 
empowered to inspect operations of SEZ enterprises. Businesses which contravene 
the regulations may be fined or ordered to shut down. 


SEZ enterprises must notify concerned government departments of any change in 
their business location, production plans or registered capital. They must then 
proceed with changes in business and tax registration. 


SEZ enterprises should cancel their business registration and hand in certificates 
and licenses when their contract date is up or if their contract is to be con- 
cluded before the due date. 
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Labor and Wage 


The hiring of staff and workers by foreign enterprises, joint ventures and 
cooperative enterprises (hereafter abbreviated as zone enterprises) will be 
executed according to labour contracts concluded between the employer and 
employee, according to the provisional labour and wage regulations. The 
labour contracts will include: 


employment, dismissal, and resignation 
job specification 

wage, award and punishment 

working hours and holidays 

labour insurance and welfare 

labour protection 

labour discipline 


The contract is subject to the approval of the zone's labour bureau. 


The special economic zones of Shenzhen, Zhuhai and Shantou will have labour service 
companies to assist zone companies in the employment of labour and to provide 
guidance fur those seeking a contract with zone enterprises. 


With approval from the labour bureau, zone enterprises may hire staff and workers 
through the iabour service company. They may also advertise for employment on 
their own behalf. Selection may be made by way of examination. Successful 
candidates may undergo a 3-6 month probation period. 


Staff and workers employed by zone enterprises must be above the age of 16. 

The staff and workers employed shall abide by the labour contract and requirements 
of management of the zone enterprise and join technical and training program run 
by the enterprises. 

The terms of remuneration for their service shall be set out in the labour 
contract. Allowances shall be made for different levels of remuneration according 
to different degrees of technical proficiency. Allowance for a progressive annual 
increase in remuneration of 5-15 percent shall be made. 

The apportioning of the labour remuneration shall be as follows: 


Seventy percent goes to the staff and workers as wage (including basic and floating 
wates). 


Five percent is deducted for enterprise subsidies and other benefits. 


Twenty-five percent is for use as social labour insurance and subsidies the state 
provides for workers and staff. 
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The zone enterprise makes its own decisions on the enterprise's awards and 
subsidies. Wages may be calculated on a piecemeal, hourly, daily or monthly 
basis as the zone enterprise deems fit. 


Zone enterprises operate on a 6 work-day week and 8 hour day basis. Overtime 
shall be paid accordingly. 


Staff and workers employed by zone enterprises shall enjoy rest days, holidays, 
home leaves, and special leaves for marriage and other reasons as stipulated 
in regulations of the Chinese Government. 


Zone enterprises are under obligation to abide by laws and regulations per- 
taining to labour and environment protection, labour safety, and the provision 
of good working conditions. In all these respects the zone's authorities 
reserve the right to oversee and make inspection. 


Zone enterprises are under obligation to abide by the Chinese Government's regula- 
tions on women workers and give special consideration to the protection of their 
health. 


Zone enterprises are under obligation to make arrangements according to the Chinese 
Government's labour insurance regulation in the event of accidents causing wounds, 
disabling or death. 


The enterprise is obliged to accept the resignation of members of the staff and 
workers tendered under special circumstances. Workers who have received special 
training for a period of 3 months or more are not allowed to tender resignation 
pending a year's service. A worker who insists on leaving under this circumstance 
is personally responsible for the cost of the training. 


Zone enterprises have the right to lay off staff and workers whose employment 

are considered redundant or unnecessary either in view of changes in production 
or technical conditions or because of failure to reach requirements after training. 
Dismissed staff and workers are entitled to a month's basic wage for every year 
of seniority; those who do not have a year's seniority are entitled to a month's 
basic wage. Those still on probation are entitled to half a month's basic wage. 


The staff and workers of zone enterprises are subject to warnings, demerits, 
wage reductions or dismissal in the event of violating the enterprise's regula- 
tions and causing losses. All cases of dismissal shall be reported to the 
zone's labour bureau. 


In the event that a member of the staff or worker refuses to accept dismissal he 
(she) may present his (her) case again to the enterprise in a consultative 
manner. If this consultation fails, the case may be referred to the zone's 
(municipal) labour bureau for mediation. Either side has the right to appeal to 
the local people's court if it considers the labour bureau's decision unsatis- 
factory. 


All matters concerning the hiring, dismissal, resignation, awards, punishment, 
welfare and social insurance for Hong Kong, Macao and Taiwan compatriots in zone 
enterprises shall be decided by the board of directors of the zone enterprises. 
Such decisions shall be included in the contracts at the time of employment. 
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Land-She nzhen 


The Shenzhen Development Corporation is in charge of the zone's land development, 
the provisional land regulations for Shenzhen special economic zone says. 
Outside capital may be absorbed for development schemes. Arrangements regarding 
revenue and costs shall be made by the development company. 


All outside investors requiring use of land shall, on the strength of approved 
documents, contracts, agreements, and the submission of relevant data, apply for 
use of the zone's land with the municipal planning department. He will be issued 
a “certificate for land use" upon completing the “land use fee" and “delineation 
of the land allotted” procedures. 


The outside investor shall submit a general blueprint and the engineering and 
production plans of his investment within 6 months after the certificate for 

land use comes into effect, and break the ground for construction according to 

the blueprint within 9 months after the certificate comes into effect. Failure 

to comply subjects his certificate to forfeiture and the fees paid shall not 

be refunded. The engineering and commissioning of the investment shall proceed 
according to schedule. Delays should be reported to the department which approved 
the project. The certificate shall be cancelled in cases of unreasonable delay. 


All zone enterprises shall undergo final inspection and approval of the proper 
authorities before being formally commissioned. Unless approval is obtained, 
outside investors shall not tear down, modify or rebuild any existing structure 
on the premise. 


Zone enterprises shall strictly follow the zone's required ratio of space allotted 
to buildings and greenery. 


All projects are required to meet safety and fire prevention precautions as set 
out in Chinese government regulations for civil engineering. 


The use of land shall be in strict accordance with the contract and agreement 
signed by the zone enterprise. 


Use of land outside the confines defined by the certificate for land use should 
be applied for according to procedures stated above. 


The duration of land use, which shall be decided by consultation, varies according 
to the size and actual needs of the investment. 


for industrial use: 30 years 
for commercial use (including restaurants): 20 years 
for development of residential quarters: 50 years 
for educational, scientific and technological, and medical use: 50 years 
for crop raising, animal husbandry, and raising grounds: 20 years 
the duration of land use may be renewed upon expiry of the terms set 
out in the certificate. 
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Royalties shall be collected for all land used by zone enterprises financed 
by outside investors or joint ventures. The rates vary according to the 
loration and the purposes for which the land is used. In RMB per sq meter 
per annum: 


land for industrial use: 10-30 yuan 

land for commercial use: 70-200 yuan 

land for development of residential quarters: 30-60 yuan 

land for tourism: 60-100 yuan 

land for crop raising, animal husbandry, and raising grounds: to be negotiated 


The rates are subject to adjustments once in 3 years. The margin of fluctuation 
shall not exceed 30 percent. 


All education, cultural scientific and technological, medical, and social 
welfare institutions shall receive preferential treatment. Non-profit and 
exceptionally advanced technologies shall be exempt from land royalties. 


Land royalties may be paid in one lot within 2 years free of interest or paid 
annually at an interest rate of 8 percent. In the event of royalty adjustmerts, 
the sum to be paid shall be according to the new rates. 


Zone enterprises shall be responsible for all connections to power, water, and 
sewage mains. 


All residual substances, fumes and waste water shall be disposed of and treated 
according to regulations of the Chinese Government. Zone enterprises are subject 


to inspections by the zone's environment authorities and pay the fees according 
to regulations. 


CSO: 4020/64 
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NEW DEVELOPMENT PLAN FOR SHENZHEN APPROVED 
HKO70325 Hong Kong STANDARD Business Supplement in English 7 Jan 82 p l 


[Text] The Chinese authorities have approved an initial development of the 
Luohu financial district in Shenzhen, which will boost the district's 
population to between 100,000 and 120,000 in 10 years from the present few 
thousands. 


A Shenzhen city housing estates company spokesman Luo Jingxing yesterday 
disclosed that the Shenzhen authorities would display the model landscape 
of the proposed future Luohu District next month. 


"We will invite foreign businessmen and professionals concerned to give their 
advice and then we will do the final amendments on the blueprint,” said Mr Luo. 
The company is a Shenzhen official corporation responsible for the commercial 
and residential property development in the special economic zone. 


The Luohu financial district, a two-square meter strip [figure as published] 
bordering the Shenzhen railway station, is the heart of Shenzi.en and will 
consist of more than 50 high rising commercial and residential buildings. 


Mr Luo disclosed that the development plan for Luohu was divided into two phases. 
The first phase, which ends in 1986, will provide enough residential units to 
house a population of 60,000-80,000. 


The second one to be completed by early 1990's, will increase the population 
to 100,000-120,000. 


"According to our planning, the Luohu district will only hold a population of that 
size and we will try to freeze any population growth after we have reached the 
target." 


The Luohu District now has a population of less than 10,000 and the Shenzhen 
authorities would spend about five million renminbi to resettle all of them 
before the construction works start later this year. 


Mr Luo disclosed that until now there had been 22 property developments in 
Shenzhen with Hong Kong interests and total investments amounting to some 
HK$3.8 billion. 
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"The total floor area of the residential and commercial units involved is about 
2.4 million square meters. Most units wiil be finished by 1985 while the rest 
will be completed by 1988." 


Mr Luo did not give the total floor area of new buildings so far approved for 
construction. However, he said 70 percent of new buildings would be carried out by 
joint ventures between Shenzhen authorities and foreign investors, 20 percent 
solely by foreign investments anc the balance by the Shenzhen authorities 


themselves. 


Shenzhen had completed about 50,000 square metre floor areas, about 432 wits, 
of housing developments. 


Mr Luo predicted that there would be about 500,000 square metres floor area of 
commercial and residential flats to be constructed during this year, with the 
investment amounting to 350 million renminbi. 


CSO: 4020/64 END 
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